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Celebrating the Future 
H igher education yields a boun­tiful harvest, but the summer is long and the fanner grows old. As educators we count our 
seasons in lifetimes, while we labor with a 
sense of urgency. 
The paradox reminds us of the French 
general who returned home to his native 
country after n1any years in the Orient. 
The general brought with him a rare and 
exotic plant, a gift for his gardener. 
'/\ wonderous and beautiful plant it 
will be," said the gardener, but the disll1ay 
in his voice could not be hidden. 
"So why are you not delighted?" asked 
the general. 
"Because," replied the gardener, "it is 
a species that takes 100 years to bloon1." 
"Quickly then," ordered the general. 
"We must plant it now, for we have no 
tin1e to lose." 
With no tin1e to lose, our forefathers 
formed the UT National Alun1ni Associa­
tion 150 years ago; they founded the 
forerunner of UT Chattanooga 100 years 
ago; UT Memphis, 75 years ago; and UT 
Martin, 60 years ago. 
The r cent anniversaries of these 
UT instituti ns gave us a new apprecia­
tion for the "generals" whose foresight 
guided this University throughout the 
y ars. 
Our forefathers were visionaries. By 
deed· nd action, they laid the founda­
tions of this great University in a celebra­
tion of the future. With the past as our 
inspiration and the anniversaries as our 
focal point, the University of Tennessee 
continues that celebration. 
This year we celebrated the future 
with new construction, new leadership, 
record levels of private financial support, 
research, public service, and, most in1por­
tant of all, by renewed efforts to improve 
the instruction we provide. 
Each of these important activities is 
summarized in this annual report. We 
have also included personal profiles of a 
few individuals who are representative of 
these endeavors. 
Edward J. Boling 
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PROFILE 
Dr. Charles E. Harding 
Dr. Charles E. Harding 
teaches general and or­
ganic chemistry to under­
graduate students at UT 
Martin. He also does ad­
ministrative work as de­
partment head, but he's 
careful about that. 
"I'd be very disap­
pointed If I ever gave a 
student the Impression, 
'Hey, you're keeping me 
from my real work.''' said 
Harding. "Teaching Is my 
work; It's why I'm here." 
With a doctorate in 
chemistry, Dr. Harding 
could have chosen from 
many different careers, 
but there was never any 
doubt about teaching. 
"I knew In high school 
that I wanted to teach .. 
said Dr. Harding, who be­
lieves his ambition derived 
from the good teachers he 
had a a student. 
"Good teaching perpetu­
ates itself," Harding said. 
Teaching 
F ew activities at the University of Tennessee are the shared responsi, bility of so many persons as the job of providing effective instruction. 
However, son1eone once said that 
those endeavors which are presumed to 
be everyone's responsibility have a way of 
becoming the responsibility of no one. 
To keep that from happening, we 
took a careful look this year at our pro, 
gran1s for instruction and recommitted 
ourselves to this major mission of the 
University. 
We were motivated by that same 
sense of urgency educators always feel, an 
urgency which this year seemed to tug a 
little stronger. 
After all, our first freshman class of 
the 21st century begins the first grade this 
fall. And the students in our classrooms 
today will spend most of their working 
lives beyond the year 2000. 
How do we prepare them for life in 
a world we can only imagine? W hat do 
they need to know? W hat essential 
knowledge must be taught? 
T he founders of the University of 
Tennessee no doubt asked those same 
questions. We suspect they answered as 
Dr. John Fletcher did during UT Martin's 
60th anniversary celebration. 
"It doesn't make any difference 
whether it's the 17th century or the 21st 
century," said Fletcher, a professor of 
finance. "It's learning to think critically 
that's in1portant." 
"T he University of Tennessee is not 
a trade school," Fletcher said. "It is very 
in1portant to us that we educate the 
whole person. A person is not educated 
if s/he can't write well, speak well, and 
have some sense of history. " 
We agree. To base instruction solely 
on the transfer of information, facts and 
figures is shortSighted. If we plant mari, 
golds to bloom in August, we also must 
plant oaks and hickories for the future. 
I t is incumbent on us to develop in 
students the ability to grasp new informa, 
tion, to compare it, to find problems 
with it, and to look for answers in it. 
Quickly, accurately and morally. 
As we searched for ways to develop 
better these abilities in students, at least 
three future,shaping events occurred, 
each affecting instruction at UT. 
First, the U. S. Department of Edu, 
cation awarded a $300,000 grant to UT 
Knoxville to establish the nation's first 
center to n1easure the effectiveness of 
higher education. 
T he grant will enhance UTK's out, 
con1es assessment program, which eval, 
uates the effectiveness of that campus' 
programs for instruction. 
T his very successful project was 
described in greater detail in last year's 
annual report, but we are pleased to note 
the Departn1ent of Education's recogni, 
tion of this significant effort. 
Second, the transition from the 
quarter to sen1ester system at UT Martin 
and UT Knoxville had the beneficial ef, 
fect of bringing st\!ldents closer to faculty. 
At both can1puses, during the 1960s 
and 1970s, we followed a national trend 
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by putting less emphasis on the role of 
faculty advisors. In effect, we allowed stu, 
dents to be their own advisors. 
However, the semester transition­
with all its many changes-necessitated 
a return to a n10re active advising system 
to ensure that students will make course 
selections properly and on schedule. 
It has not been an easy job. At 
UTK it is estimated that one,third of all 
courses taught under the present quarter 
systeru will be eliminated or substantially 
modified under the semester system. 
But we are pleased by the increased 
interaction of faculty and students which 
has resulted from the rejuvenated advisor 
system. As Alexander W Astin, director 
of the Cooperative Institutional Research 
Program at the University of California 
in Los Angeles says, "student relation, 
ships with faculty members have been 
found to be the number one key to a suc, 
cessful undergraduate experience." 
The third development was the 
winter meeting of the President's Staff, 
called especially for the purpose of discuss, 
ing instruction at UT. 
The meeting, attended by all UT 
vice presidents, chancellors, and chief 
academic officers of each campus, was 
the first anyone could remember that was 
called for the sole purpose of discussing 
instruction. 
Each participant seemed invigorated 
by the session-not just by what was 
said, but also by the opportunity to reaf, 
firm common goals and aspirations for 
in1proved instruction. 
UTC Chancellor Fred Obear de, 
scribed some of the efforts being made at 
Chattanooga to reward good under, 
graduate teaching-the Faculty Honors 
Day and the Guerry Professorships, for 
example. 
UTC centennial activities also in' 
eluded a special project, "A Celebration 
of Teaching," to call attention to the 
importance of instruction. 
Part of the project was UTC's Instruc, 
tional Excellence Awards, 16 cash grants to 
faculty projects for development of innova, 
tive ways to improve instruction. 
T he awards, totaling $17,000, were 
provided by the UTC provost's office and 
by the University of Chattanooga Foun, 
dation. 
UT Martin Chancellor Margaret 
Perry said her can1pus has 111ade siruilar 
efforts to recognize and reward outstand, 
ing instruction and she also described her 
faculty's special emphasis on student 
retention. 
The focus on student retention this 
year at UT Martin led to an innovation in 
the can1pus' "Freshman Studies Program." 
To assure that each incoming 
freshman started the first year of college 
with every possible advantage, each new 
student was assigned to an upperelassn1an 
and to a faculty member for individual 
guidance. 
Looking at attrition problems 
nationwide, two UT Space Institute pro, 
fessors developed a program to help new 
engineering students "survive" the 
freshman year. 
The program was recognized by the 
American Society of Mechanical En, 
gineers and approved for national distr�, 
bution to ASME student sections. 
There were nods of agreen1ent dur, 
ing the staff meeting when Chancellor 
Reese of UTK said his campus was aware 
of the difficulty of rewarding good in, 
struction. 
Reese said higher education may in' 
advertently reward research and scholarly 
writing because those activities are easier 
to assess than instruction. 
Because of the apparent disparity in 
rewards, faculty may believe instruction 
PROFILE 
Paul Ludwig 
Paul Ludwig credits the 
lib I art education he 
complet d this year at UT 
Chattanooga with helping 
him become the first 
Rhodes Scholar In UTe 
history. 
Ludwig, who begins 
study this fall at Oxford 
University, said the gen­
eral. broad nature of his 
education gave him an 
advantage over some 
Rhodes applicants. 
"Because I knew a little 
about a lot of things, I ap­
peared better prepared 
than others who had fo­
cused on more technical 
majors," aid Ludwig. 
Ludwig, one of 32 stu­
dents In the United States 
to earn a Rhodes scholar­
ship this year, graduated 
with a double major In 
math mattcs and English. 
He also expressed hi 
appreciation for the UTe 
professor who set a 
good example by practic­
Ing the liberal arts philos­
ophy they taught. 
"None n rrowed them­
selve down to just their 
own disciplines," Lud­
wig said. 
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is not as important as research and writ, 
ing, Reese said. 
Chancellor J in1 Hunt said UT Mem, 
phis, with its large number of graduate 
and professional progran1s, was also con' 
cerned about the quality of instruction. 
Hunt said the Department of Educa, 
tion at UT Memphis organized an annual 
competition to encourage instructional 
innovations by providing grants of up to 
$10,000. 
UT Memphis also sought and ob, 
tained from Apple Con1puter Inc. that 
company's "most favored institution" 
status. The designation entitles students, 
faculty and staff to major savings on com, 
puter purchases. 
Hunt said the agreement will en, 
hance instruction by providing a con1puter 
to every UT Memphis faculty member, 
researcher or student who needs one. 
Perhaps the n10st important out' 
COlne of the meeting was the signal it 
sent that instruction takes high priority 
at UT -that instruction is in1portant to 
the Board of Trustees, the administra, 
tion, faculty and staff. 
Other related developments this 
year included the award of a Nobel Prize 
to a UTK graduate; selection of a UTC 
student as a Rhodes Scholar; national 
recognition for three auxiliary service 
departments of the UTK Office of 
Student Affairs; and a Freedoms Founda, 
tion award for a UT Martin professor. 
The Nobel Prize for economics was 
awarded to Dr. James Buchanan, a Mur, 
freesboro native and UTK graduate. The 
thesis Buchanan wrote for his master's 
degree at UTK was on the subject of Ten, 
nessee's gasoline tax. The thesis began 
Buchanan's life, long interest in the 
economics of government, which the 
Nobel Prize recognized. 
Wade Meadows, manager of the 
UTK Bookstore, was named "Manager of 
the Year" by the National Association of 
College Stores; Jim Grubb, UTK director 
of residence halls, was elected president 
of the Association of College and Univer, 
sity Housing Officers International; and 
UTK Food Services earned one of ten 
I vy Awards for excellence, the only 
higher education institution in the 
United States to receive the distinction. 
Dr. Gary Young, holder of UT Mar, 
tin's Chair of Excellence in Free Enter, 
prise, earned a $7,500 cash award from 
the Freedoms Foundation for private 
enterprise education. 
UTC was honored when Paul Lud, 
I wig of Signal Mountain was named a 
Rhodes Scholar. Ludwig, a graduating 
College of Arts and Sciences student 
with a double major in English and math, 
ematics, was one of 32 students in the 
nation to earn the coveted scholarship. 
Research 
B etween magnetohydrodynamics and pharmacokinetics there's not much in common, except long names, success and the 
University of Tennessee. 
Magnetohydrodynamics is a major 
research proj ect of the UT Space Inst i, 
tute and pharmacokinetics is one, half the 
research of the Center for Ped iatric Phar, 
macokinetics and Therapeutics at UT 
Memphis . 
Both efforts are representative of 
research and sponsored programs con, 
ducted throughout the UT system with a 
d l lar value this year of $75,80 mil l ion. 
Magnetohydrodynamics is the indus, 
trial process for the coal,fired generation 
of e lectricity, without the usual air pol lu, 
tion problems. The process may prove 
significant to controll ing the pol lut ion 
problem of acid ra in. 
Researchers at UTSI this year took 
a significant step forward in the nattonal 
magnetohydrodynamics ( MHO) program 
by successful ly completing the longest 
duration test in the history of coal,fired 
MHO test trains. 
The reward was an announcement 
by the U. S. Department of Energy that 
UTSI 's MHO research was extended 16 
months, through February 1988, with a 
contract valued at $9.6 n1 i l l ion . 
The Center for Ped iatric Pharn1aco, 
kinetics and Therapeutics is ded icated to 
eva luat ing dosage levels of n1edic ines pre, 
scribed for chi ldren.  
Most drug dosages are based on 
adult patient research, which may be in, 
correct for chi ldren-even when adj usted 
on the usual basis of weight and age . 
When she swallows the drug, what will the effects be? The center in pediatric pharma cokinetics and 
therapeutics is studying the little-known area of drug therapy effects in children. 
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PROFILE 
Dr. Susan Wu 
When a big Colorado 
utility printed a poster 
this year about women In 
science, the company 
picked Dr. Susan Wu as 
one of four examples. 
And when the Russians 
wanted to see the latest 
technology In a coal-fired 
power plant, they came 
to Dr. Susan Wu. 
Dr. Wu, an aerospace 
engineering professor 
and administrator of UT 
Space Institute's energy 
conversion programs 
gained her world-wide 
fame for work on a pro­
cess called magnetohy­
drodynamics. 
Used to generate elec­
tricity the process is 25 
percent more efficient 
than conventional coal­
fired power plants, with 
the added advantage of 
less pollution. 
With her husband, 
also an aerospace 
engineer, Dr. Wu came to 
the institute In the mld-
1960s. To work with one 
of the pioneers of aero­
space engineering, Dr. 
e.H. Goethert was one 
inducement, but there 
were also other consider­
ations. 
"T he institute was 
a place where we could 
do research and teach 
too," said Dr. Wu. lfAnd 
the Institute was willing 
to hire both of us. With 
one restriction-only one 
of us would be eligible for 
tenure." 
Considering that 
prohibitions against hus­
band/wife employment 
were common at the 
time, the tenure Issue 
was not a major obstacle. 
Within the family. it re­
solved itself. 
"I could always 
cook," said Dr. Wu. 
Putting the formidable energy of lasers to work is the business of the Center for Laser Applications. 
The center had several success 
stories this year. One involved a drug 
used in the treatment of Marfan's Syn, 
drome, a congenital heart defect. 
According to preliminary research 
results, the drug can be administered at 
a strength five times higher than it is cur, 
rently being given. 
The increased dosage should mean 
more effective treatment of the condi, 
tion, which is usually fatal before the 
children reach age 20, according to Dr. 
William Evans, director of the center. 
The Center of Excellence for Re, 
habilitation Engineering, also at UT 
Memphis, developed a new technique for 
fitting wheelchairs to patients. 
Each chair is literally custon1 
made-first using pressure sensing de, 
vices to determine what part of the 
patient's torso is weight bearing, then 
cant uring the chair to distribute the 
weight properly. 
Several wheelchair manufacturers in 
the private sector have either adopted or 
expressed interest in the new technology. 
Other research developments this year 
included the continued growth of the 
UTSI Center of Excellence for Laser Ap, 
plicati ns. Outside contract funding for 
the center increased from $400,000 last 
year to $1.6 million this year, boosted by 
the acquisition of more than $4 million in 
advanced research equipment. 
The center obtained this year a 
radio,frequency,powered, two,kilowatt, 
TEMoo carbon dioxide laser. The only 
laser of its type in the world, the instru, 
ment provides an unparalleled opportu, 
nity for research in the fields of plasma 
physics and n1ateriats science. 
The research program at UT Knox, 
ville this year took a symbolically impor, 
tant step with the opening of two new re' 
search buildings on the Pellissippi Parkway. 
We think the step was significant 
because it den10nstrates the University's 
commitment to the success of Knoxville's 
Technology Corridor and a demonstra, 
tion of our need for new research space 
on the Knoxville campus. 
Among the occupants of the new 
corridor facilities is one of the can1pus' 
Distinguished Scientists, Dr. David 
W hite. UTK now has 10 Distinguished 
Scientists through a joint program with 
Oak Ridge National Laboratory. 
We are also pleased to acknowledge 
the special effort at UT Chattanooga to 
provide undergraduates an early introduc, 
tion to research. 
The grants, funded by the Univer, 
sity of Chattanooga Foundation and the 
UTC provost's office, are awarded to stu, 
dents to carry out outstanding research 
proposals. 
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Dr. Martha Howe 
Many, many times smal· 
ler than bacteria, viruses 
are to blame for a variety 
of human ailments such 
as polio, smallpox, cold­
sores, and AIDS. 
Dr. Martha Howe, a Van 
Vleet professor of virol­
ogy at UT Memphis Is 
making a gene-by-gene 
study of a virus caned 
"Mu" to find out how It 
works. 
At a meeting of Chan­
cellor Jim Hunt's Round­
table she recently 
answered the question, 
UWhy study viruses?" 
"The answer is you­
your health, the countless 
hours lost due to colds 
and flu each year, the chil­
dren who become deaf 
and blind each year from 
congenital Infection • • • • 
"The answer is AIDS. 
In 1992, 100,000 people 
will die from AIDS . . •  
and right now, we don't 
know how to stop it." 
Giving 
I n our celebration of the future, we were joined this year by many friends. They were the thousands of individu, als, foundations and corporations who 
participated in UT gift programs. 
We acknowledge not just the mon, 
etary gifts, but also the n1any individuals 
who gave generously of their time to 
assist in these fund,raising efforts. 
Our appreciation for these gifts is 
heightened by our awareness that each 
represented an expression of faith and 
c nfidence in our programs, in our re' 
earch, in our faculty and staff. 
Giving totaled $30.9 million during 
1986,87 to set another atl,time record. 
The previous year's total of $27.8 n1illion 
was also a record. 
Included in the total was the An, 
nual Giving Program of the UT National 
Alumni Association which raised nearly 
$5.3 million during the year. The annual 
giving total for 1985,86 was $3. 3 million. 
Annual Giving for the first time 
included contributions to the UT Knox, 
ville athletics program. Even with the 
$1. 4 million given to athletics, the total 
still represented a record. 
Among public universities, UT 
Annual Giving ranked first in the South 
and third in the nation in terms of par, 
ticipants with 41,533 individuals making 
gifts. Annual Giving supports the Alumni 
Scholarship program, Distinguished Teach, 
ing Awards, and other programs. 
We credit our successful fund'raising 
year to a variety of factors, but the Chairs 
of Excell nee progran1 and the 150th 
• nniver ary of the UT National Alumni 
f\ s ciation were especially significant. 
I t would be difficult to overstate the 
iTnpact f the Chairs of Excellence pro' 
graOl. Like no other program in UT his, 
t ry, the Chairs of Excellence progran1 has 
been an inspiration to our Developn1ent 
Offic and to friends of the University. 
During the past three years we 
fund d 27 of these endowed professor, 
hip by matching the $500,000 appro' 
priated for each chair by the Tennessee 
General Assembly. 
Nine Chairs of Excellence were 
funded during the past 12 months. UT 
Memphis has a total of 13 chairs; UT 
Chattanooga, seven; UT Knoxville, six; 
and UT Martin, one. 
Following is a list of the nine new 
chairs and the matching funds for each of 
them: 
• Pilot Chair of Excellence in Manage, 
ment at UTK, made possible by a 
$250,000 gift from Mr. & Mrs. James A. 
Haslam II and the Pilot Oil Corporation; 
and $250,000 from revenues of the UTK 
Management Development program. 
• Plough Foundation Chair of Excel, 
lence in Pediatrics at UT Memphis, made 
possible by a $500,000 gift fron1 the 
Plough Foundation, Memphis. 
I • J.R. Hyde Chair of Excellence in 
Rehabilitation Engineering at UT Mem, 
phis, n1ade possible by a $500,000 gift 
from the Hyde family of Memphis. 
• Thomas A. Genvin Chair of Excellence 
in Physiology at UT Memphis, made possi, 
ble by a $500,000 gift from Mr. and Mrs. 
Daniel L. Gerwin of Men1phis. 
• Chair of Excellence in Judaic Studies 
at UT Chattanooga, made possible by 
gifts of $333,000 from the Jewish commu, 
nity and others and $167,000 fron1 the 
University of Chattanooga Foundation. 
• Walter M. Cline Jr. Chair of Excel, 
lence in Rehabilitation Technology at 
UTC, made possible by a gift of 
$333,000 from Mrs. Jo Ann Cline and 
n1embers of her family and a gift of 
$167,000 fron1 the UC Foundation. 
• J. Burton Frierson Chair of ExceHence 
in Business Leadership at UTC, n1ade 
possible by a gift of $333,000 from the 
Dixie Yarns Company of Chattanooga 
and a gift of $167,000 fron1 the UC 
Foundation. 
• Willian1 and Dorothy Dunavant Chair 
of Excellence in Pediatrics, secured by a 
$500,000 gift from Mr. and Mrs. William 
B. Dunavant Jr. of Memphis and their 
children. 
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Lindsay Young and 
B. Ray Thompson 
When attorney Undsay 
Young gave 1 million to 
UT Knoxville In 1980, It 
was the largest outright 
gift ever made to the Uni­
versity of Tennessee. 
The gift establlshe 
eight professorships in 
the College of Liberal 
Arts and one each In the 
Colleges of Law and Vet­
erinary Medicine. 
During a photography 
session for thi report, 
Young talked about his 
dogs and hiking In the 
Smokles but not about 
his gift-which surprised 
no one. 
UT Executive Vice Pres­
ident Joseph E. Johnson 
says Young and his friend 
and business associate, 
B. Ray Thompson, have 
earned the reputation of 
Uquiet giants" for their ef­
forts on behalf of th Uni­
versity. 
"They are quiet, 
hard-working and gener­
ous to the University," 
says Johnson. "They 
don't seek public expres­
sions of appreciation." 
• T he First Tennessee Chair of Ex' 
cellence in Pediatrics, secured by a 
$500,000 gift from First Tennessee Na, 
tional Corporation, Memphis. 
In addition, Tom Hill and his wife, 
Joann O'Steen, along with Mary Hill Hol, 
ton and Raymond Holton, contributed 
$250,000 to UTK toward establishment of 
a Chair of Excellence in Journalism. 
If the Chairs of Excellence program 
was important to this year's Development 
success, the 150th anniversary of the 
UTNAA was likewise significant to the 
Alumni Affairs Office. 
Highlights of the National Alumni 
Association anniversary celebration in, 
eluded a kickoff meeting in Gatlinburg, 
publication of an association history enti, 
tied Tennessee Partners by Neal O'Steen, 
and a 750,mile cross,state torch run. 
An estimated 200,000 persons 
either saw the torch run or participated 
in events related to the run. T he route of 
the [un took the torch to each of the four 
primary campuses and the UT Space 
Institute. 
At UTC the focal point of that 
campus' giving program this year was the 
UTe Centennial Campaign. A goal of 
$15 million was set for the campaign and 
we anxiously await a final report. 
A preliminary report included a 
pledge of $ 1  million, the largest single gift 
from an individual in the history of UTC. 
The UT Institute of Agriculture 
began a $ 10 million "Campaign for Ag, 
B. Ray Thompson 
riculture" in November, 1986. Funds 
raised in the can1paign were earmarked 
for student support, faculty development, 
research enhancement, and program 
enrichment. 
T he "Campaign for Agriculture" 
so far has received gifts and pledges of 
approximately $6.5 million, including 
$609,000 from Buford Irwin, a retired 
Tennessee Valley Authority auditor, to 
endow distinguished professorships in ag, 
ricultural economics and rural sociology. 
Other major gifts to the campaign 
include the transfer of real estate valued 
at $407,000 from George and Sallie 
Hicks of Nashville. 
Gifts of $ 100,000' were n1ade by Mr. 
and Mrs. Gill T hornton of Nashville and 
also by Tom Hitch, a retired Williamson 
County farmer and former president of 
the Tennessee Farm Bureau and the 
Greenville,based Austin Company. 
A $ 100,000 gift for academic schol, 
arships was made to UT Martin by the 
estate of Robert W Clark. Martin also 
received $50,000 of a $ 100,000 gift to 
UT from Trustee Tom Elam and his wife, 
Kathleen, both of Union City. 
UT Memphis reported a gift of 
$500,000 by 22 area physicians to create 
the Semn1es,Murphey Professorship in 
Neurology. T he professorship was estab, 
lished in memory of the two physicians 
who founded the prominent Semmes, 
Murphey Clinic in Memphis. 
DuPont Corporation committed 
$510,000 in gifts over the next five ye�rs to 
the UT Knoxville College of Engineenng. 
The grants will go to several pro, 
grams including the Young Facul:y , Awards, $125,000; Minority Englneenng 
Scholarships, $ 125,000; and Department 
of Chemical Engineering, $60,000. 
T he DuPont award also included 
gifts of $50,000 to electric�l and c�m' 
puter engineering, mechanICal
, 
engl�eer' 
ing, materials science and englneen�g, 
and the computer controls program In 
chemical engineering. 
We also acknowledge two organiza, 
tions, the Fred M. Roddy Foundation 
and the Aluminum Company of 
America, for their continuing substantial 
support. 
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Leading 
W hile UT M artin this year welcomed a new chancel, lor, the UT Institute of Agricu lture and the UT 
Knoxvi lle College of Law prepared for 
maj or leadership changes. 
The chancel lorship of UT Martin 
was fil led by Dr. Margaret Perry, the first 
woman in Tennessee to lead a major cam, 
pus of a state univers ity. 
Dr. D. M. "Pete" Gossett was 
selected to succeed Dr. W W Armistead, 
who is ret iring as UT vice president of 
the Institute of Agriculture . 
Armistead, who was the first dean of 
the UT College of Veterinary Medicine 
prior to becoming a vice president ,  wil l  
continue an active role in the Inst itute's 
maj or fund,raising effort, the Campaign 
for Agricu lture. 
Mari lyn V. Yarbrough was chosen 
dean of the UTK College of Law. She 
wil l  be UT's first black female dean of a 
professional college. 
Gossett's and Yarbrough's appoint, 
ments become effective th is summer. 
All  three indiv iduals-Perry, Gos, 
sett and Yarbrough - were chosen on the 
basis of past accompl ishment and for 
. 
their visions of the future. 
Yarbrough comes to UT from the 
Univers ity of Kansas, Lawrence, where 
she was a law professor and an associate 
vice chancel lor. 
Gossett brings to the vice pres ident's 
position a solid record of achieven1ent as 
dean of the UT Experiment Station. He 
also has experience in agriculture exten, 
sion service , having started his career in 
extension service at North Caro lina 
State Univers ity. 
Yarbrough's teach ing and research 
interests include chi ld custody law, race 
and employment d iscriminat ion, and 
patent and copyright law. 
She is a member of the Kansas Com' 
miss ion on Civi l  R ights, the National 
Collegiate Athletics Association's infrac, 
tions committee, and NASA's Journal ist 
in Space Program se lection panel .  
Dr. Perry shared with us  several 
observations about her first year as chan, 
ce l lor at UT Martin. She noted that the 
atmosphere on the campus has not 
changed since she was a student there 30 
years ago. 
"Many th ings have changed, " said 
Perry. " But the caring kind of atn10s, 
phere ,  the fee ling the faculty has for stu, 
dents, has not." 
Perry said she plans to continue the 
can1pus' en1phasis on undergraduate in, 
struction -an emphas is reflected in stu, 
dents' high scores on the ACT Comp and 
by the unusually high numbers of Martin 
graduates admitted to professional and 
graduate programs. 
The chanceUor said UT Martin ac, 
comp lished much this year in the effort 
to study retention and understand why 
students come to the campus and why 
students leave. 
"Most students don't seem to leave 
here for academic reasons, " said Perry. 
"We want to find out why they leave and 
whether there's something we can do to 
help them stay. " 
Perry said she also has a special 
interest in the identification of qualified 
students who don't attend col lege any, 
where . 
"I think we have a group of poten, 
tial students out there who ought to be 
going to col lege, who are capable of 
going to col lege-who have the abil ity, 
but for some reason, they aren't being 
steered in that d irection, " said Perry. 
"This is someth ing we should be con, 
cerned about . " 
PROFILE 
Coach Pat Head Summitt 
With a gymnasium for 
a laboratory and two bas­
ketball goals for testing, 
Coach Pat Head Summitt 
teaches leadership to an 
elite class of students. 
Summitt's class mem­
bers, known collectively 
as the Lady Vols, are 
gifted athletes even be­
fore they join the pro­
gram. But basketball at 
UT Knoxville differs sub­
stantially from the game 
played back home. 
Practice, under Coach 
Summitt, Is as much with 
the head as with a ball. 
"It's self-discipline in 
its purest form," said 
Summitt. "They learn to 
concentrate, to listen to 
communicate, and to con� 
trol themselves." 
"Athletics Is an Intense 
learning experience, • 
said Summitt. "Because I 
participated In athletics, I 
I was better prepared for 
this job. You learn how to 
set priorlt es, how to han­
dle adverSity. how to 
adapt to change." 
Teams that master 
these lessons can win 
the NCAA Championship, 
as the Lady Vols did in 
1986-87. But every bas­
ketball season offers an 
Important reward to each 
participant-leadership 
skills for a lifetime. 
PROFILE 
Dr. Olga Welch 
To make colleg duca­
tlon a realistic, obtainable 
goal for minority high 
school students Is the 
focus of a writing skills 
program co-directed by 
Dr. Olga Welch of UT 
Knoxville. 
While similar programs 
tend to focus on academi­
cally gifted student J 
Welch's pilot project at 
Austin-East High School 
targets students closer 
to the average. 
"We're looking for dia­
monds In the rough," said 
Welch, who directs Austln­
Ea EXCEL with Dr. Caro­
lyn Hodge ,also of UTI(. 
Welch said students 
begin the program as 
sophomores and are 
evaluated to determine 
their progress through 
the junior and senior 
years. 
"Most programs don't 
start that early and most 
don't Include progress 
evaluations," said Welch, 
a fifth-generation teacher 
and associate professor 
of special education. 
For their efforts, Welch 
and Hodges, assist nt 
profes or of Germanic 
and Slavic languages, 
we honored thl y ar 
with the Extraordinary 
Community Service 
Award t the UTK Chan­
cellor's Honors Banquet. 
Serving 
he University of Tennessee's 
public service role expanded 
during 1986,87 with the sign, 
ing of a cooperative agree, 
ment between the University and the 
Saturn Corporation and with the further 
integration of UT Memphis into the 
Mid,South medical community. 
Chancellor Jim Hunt's initiative to 
increase his campus' commitment to the 
city and the region began two years ago 
with the name change from the UT 
Center for the Health Sciences to UT 
Memphis. 
T he initiative picked up momentum 
with the campus' key role in persuading 
St. Jude's Children's Research Hospital 
to stay in Memphis and has continued 
undiminished this year. 
Public service highlights at UT 
Memphis included leadership in the 
establishment of the Memphis Metro, 
Dr. Terry Cooper's studies in the Molecular Resource Center of Excellence at UT Memphis may help find the 
genetic basis of cancer. 
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PROFILE 
William D. Morrow 
The diving board 
echoes ka-thunk, thunk, 
thunk with each human 
"cannonball" while a 
cantankerous piece of 
machinery fires to life in 
the class on small en-
I 
glne repair. 
The noise rises above 
the clamor of 350 young­
sters. They are familiar 
summertime sounds to 
William D. "Boone" Mor­
row, manager of the Will­
iam H. Ridley 4-H Train-
i Ing Center at Columbia. 
The entire 50-acre 
facility, valued at $3 mil­
lion, is his responsibility. 
I From the $200,000 an­nual operating budget to 
I a nest of stinging yellow­jackets, the UT Agricul­
ture Extension Service 
entrusts the center to 
his control. 
Morrow is this year's re­
Cipient of the E.J. Chap­
man Outstanding Service 
Award, given by the UT Ex­
tension Service for his 
leadership initiative, relia­
bility, cooperativeness and 
enthusiasm. 
He began his UT career 
In 1973 as a maintenance 
mechanic and was prom­
oted to manager of the 
center in 1979. 
politan Campus Network, further devel, 
opment of a joint working agreement 
between UT Memphis' Department of 
Pathology and Baptist Hospital, and con, 
tinued progress by the UT Memphis Mar, 
keting Committee in a community effort 
to promote Memphis, the Memphis Med, 
ical Center, and UT Memphis. 
Through the Memphis Metropolitan 
Campus Network, all 13 major colleges 
and universities in the city and the seven 
major teaching hospitals are linked by a 
fiber optic communications system pro, 
vided by South Central Bell. 
The MMCN communications system 
permits the sharing of computer resources, 
academic bulletin board, and electronic 
mail. Eventually, the system will also per' 
mit three,dimensional communications 
including video, audio, and data. When 
that capacity is added, Memphis will be 
positioned to become an international hub 
for the exchange of biomedical science 
informa t ion. 
The public service commitment was 
also reflected in the various programs for 
disease prevention and "wellness" at 
Bowld Hospital and UT Medical Center 
in Knoxville. 
The UT agreement with Saturn 
Corporation called for cooperation on a 
long, term basis for work on projects of 
nlutual interest. 
"The desire of the parties is to lift 
each other into a position of recognized 
world,wide leadership and to become a 
model for industry,higher education 
cooperation," the agreement said. 
The first major project will link the 
UTK Graduate School of Library and 
Information Science with Saturn's com, 
puters in Troy, Mich., and ultimately the 
new Saturn plant in Spring Hill, Tenn. 
Saturn's Spring Hill location will 
also serve as a landscape laboratory in 
which UT agricultural interns can work 
with Saturn personnel and which eventu, 
ally might be used for landscape research 
by UT's Agriculture Experiment Station 
in Spring Hill. 
Under consideration are joint pro, 
jects with Saturn and the UT Space Insti, 
tute in Tullahoma. Those projects may 
involve artificial intelligence, materials 
bonding technology and laser technology. 
Projects which would involve Saturn 
and the UTK College of Business are also 
envisioned. 
Our traditional public service ac, 
tivities continued through the UT Insti, 
tute for Pubhc Service and Division of 
Continuing Education. 
IPS/CE this year focused on non, 
traditional student education, environ, 
mental quality improvement, and helping 
Tennessee industries qualify for U. S. De' 
partment of Defense contracts. 
Through the Center for Extended 
Learning, the foreign language expertise 
of the University was extended to kinder, 
garten students in selected Tennessee 
school systems. 
French language instruction was of, 
fered this year. The program was so well 
received that Spanish instruction will be 
added next year. 
A new Environmental Technical 
Assistance Group within IPS/CE worked 
with the Tennessee Department of 
Health and Environment to give city and 
county governments help in efforts to 
clean up hazardous waste. 
The Municipal Technical Advisory 
Service continued to provide cities with 
technical assistance in the construction 
or improvement of wastewater treatment 
facilities. 
The Center for Government Train, 
ing within IPS/CE provided training 
workshops on hazardous chemicals. The 
workshops focused on the proper identifi,· 
cation, labeling, handling, storage and 
disposal of hazardous materials. 
The Center of Excellence in waste management 
studies ways of dealing with hazardous wastes. 
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Building 
I n literally concrete terms no activ, ity symbolizes the University of Tennessee's commitment to the fu' ture more tangibly than UT 's $180 
million building and renovation program. 
From dream, to design, to construc, 
tion, to functioning facility-a wide vari, 
ety of projects moved forward this year at 
UT campuses and institutes. 
T he projects included facilities for 
academics, research, public service, 
health care, and athletics-representing 
virtually all activities and purposes of the 
University. 
Projects at or near completion in, 
cluded the $28.5 million expansion and 
renovation of the undergraduate library 
at UT Knoxville, a $30 million multi, 
purpose arena at UTK, a $10.9 miUion 
seven,step renovation of pathology 
facilities at UT Memphis; and a $1. 2 mil, 
lion ROT C building at UT Martin. 
During the past few months, we ded, 
icated UT Martin's Holland McCombs 
Library and Archives, formerly the Home 
Economics Building, now renovated and 
refurbished. 
McCombs, the Dallas bureau chief 
for TIME Inc. at the time of President 
John F. Kennedy's assassination, grew up 
on a farm which is now part of the Mar' 
tin campus. 
UT Martin has been the recipient of 
gifts from McCombs, which included the 
renowned journalist's papers, books and 
other materials. 
We also broke ground for the $4 mil, 
lion West Tennessee Office Building, 
which will be that region's headquarters for 
the UT Agriculture Experiment Station 
and the UT Institute of Public Service. 
Skyboxes and a new press section at 
UTK's Neyland Stadium, funded with 
revenues of the UTK Athletics Depart, 
ment, will be ready when the public 
address announcer declares, "It's football 
time in Tennessee!" 
Construction of the UTK arena 
also has proceeded on schedule since the 
project was taken over by Ray Bell Con, 
struction of Brentwood, Tenn. T he multi, 
purpose facility is to be completed in 
time for basketball season. 
W hen UTK's John C. Hodges Library 
returns to service this fall, it will be one of 
the most modem and well,equipped lib, 
raries in the United States. 
T he library's vital statistics are as, 
tounding. Forty miles of shelving. Seven 
acres of carpeting. If the library's 1.1 mil, 
lion volumes were laid end,to,end, they 
would stretch from the UTK campus to 
30 n1iles the other side of Nashville. 
Stacked one on top of the other, the 
books would be 22 miles high. 
Walking tours of the library for stu, 
dents, faculty and staff have been con, 
ducted for the past few months. Reaction 
to the expanded and renovated library 
among those who have taken the tours 
has been very, very positive. 
Expanded and renovated at a cost of $28.5 million, 
the John C. Hodges Library on the UT Knoxville 
campus reopens in September with the beginning of 
fall classes. 
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Financial Perspective 
combination of increased state 
appropriations, unprecedented 
private giving, and sound man, 
agement helped the University 
of Tennessee earn revenues during 1986,87 
of $697 million. 
Current revenues at the University 
of Tennessee have increased during the 
past three years more than $200 million, 
due in part to the Better Schools Pro' 
gran1 of the Tennessee General Assembly. 
State appropriations for operating pur, 
poses totaled $256.9 million during 1986, 
87, a 48 percent increase over the $173.1 
million appropriation three years ago. 
Legislative support for major con, 
struction and renovation projects and the 
Chairs of Excellence program for funding 
endowed professorships provided UT an 
additional $100 million in funds during 
the past three years. 
Increased funding has allowed the 
University to correct some deficiencies 
and respond to several major funding 
priorities for improving the quality of aca, 
demic programs and supporting services. 
Student fees were raised 13 to 18 per, 
cent during the year to parallel higher state 
appropriation levels. The increases reflect 
GROWTH IN CURRENT REVENUES 
a Tennessee Higher Education Commission 
policy which sets a 70130 ratio between 
state funding and student fees. 
Total revenues also included $370. 8 
minion earned through UT auxiliary en' 
terprises, hospitals, grants, contracts, 
private gifts, and other sources. 
The University has gained financial 
strength in recent years as a result of sig, 
nificant growth in endowment and other 
investment funds. The market value of 
these funds surpassed $150 million during 
1986,87. The chart on page 25 illustrates 
this growth from $50 million in 1982 to 
$152 million at June 30, 1987. 
The University's philosophy for in, 
vestment of endowment funds related di, 
recdy to the perpetual nature of the funds. 
Consideration was given to current pro, 
grams, spending demands and the need to 
protect the purchasing power of the funds 
over an unending time horizon. 
The University's investment policies 
reflected an emphasis on increasing the 
value of individual endowment funds to 
offset inflation while generating sufficient 
income to meet the spending needs of 
programs. The University employed ex, 
ternal investment counsel and consul, 
other 
0 hospitals 
0 gifts, grants and contacts 
.0 auxiliary enterprises 
0 tuition and fees 
0 state appropriations 
FUNDS INVESTED FOR BENEFIT OF UT 
tants to help generate superior invest� 
ment returns. 
The University's Consolidated Invest� 
ment Pool consisted of 701 endown1ent 
funds which represented the core of UT's 
invested funds. By pooling the 701 en� 
dowed funds for investment purposes, 
closer supervision was possible and each 
eligible endowment and quasi�endown1ent 
had the advantages of participation in a 
well�diversified portfolio of investments. 
The endowment pool has nearly 
quadrupled in value during the past five 
years, from a total market value of $16 
million in 1982 to $60 miHion at June 
30, 1987 -exclusive of incon1e. The 
growth resulted fron1 $25 million in new 
gifts for endowment and $19 million from 
investment performance. 
The pooled fund allowed each con� 
tributing endowment fund to participate 
in the income and capital appreciation of 
the pool on a per share basis equal to its 
contribution into the pool. 
For the year ended June 30, 1987, 
the pool had appreciation in market 
value of 6.1 percent and income of 5.3 
percent, for a total return of 11.4 percent. 
The average annual return for the past 
five years was 20.5 percent. 
This investment performance is illus� 
trated by the chart on page 26. The chart 
illustrates a typical endowment fund with 
a market value of $100,000 at June 30, 
1982. Assuming that this endowment fund 
Chairs of 
Excellence 
UC 
Foundation 
o Life Income 
Trusts 
o Separate 
. Endowments 
Endowment 
Pool 
I purchased shares in the pooled fund at that 
date, the current n1arket value of the 
endown1ent fund at June 30, 1987, would 
be $181,000. 
In addition to market value appreci� 
ation, the fund would have earned 
$47,000 in income. The cumulative in� 
come added to the market value growth 
yielded a total return represented by the 
top line on the chart. The total invest� 
ment return was $128,000 over five years 
on the original investment of $100,000. 
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ILLUSTRATION OF ENDOWMENT 
INVESTMENT PERFORMANCE 
total return 
$228,000 
cumulative income 
for spending 
$ 181 ,000 
market value 
of investments 
1982 1983 1984 1985 1986 1987 
years ending June 30 
The University also had $ 10 mil l ion 
in separately invested endowment funds . 
These funds were separately invested due 
to donor restrictions , characteristics of 
the investments , or other considerations . 
For five consecutive years UT has 
ranked first among public institutions in 
the total market value of funds in charita� 
ble remainder trusts , accord ing to the 
National Association of Col lege and Uni� 
versity Bus iness Officers.  At J une 30 , 
1987 , the Univers ity had $ 19 mil l ion in 
remainder trusts . 
These trusts represent donations 
made to the Univers ity with the stipula� 
t ion that period ic payments be made to 
either the donor or other designated rec i� 
pients from the income earned by the 
fund.  Upon the death of the beneficiaries 
of the trust ,  the trust is terminated and 
the principal is used for the benefit of the 
University according to the wishes of the 
donor. 
The University endowment funds of 
$ 70 million , with the $ 19 mill ion in charit� 
able remainder trusts , provided a total mar� 
ket value of $89 mil l ion for investments 
reflected on the financial statements . 
University of Chattanooga Foundation 
The University of Tennessee at Chat� 
tanooga is the sole income beneficiary of 
the University of Chattanooga Founda� 
tion. The Foundation is a separately incor� 
porated, not�for�profit entity organized for 
the purpose of promoting the educational 
mission of UTC. 
The activities of the Foundation are 
governed by a board of trustees. The finan� 
cial statements of the University do not 
include financial data of the Foundation. 
The market value of the Foundation 
assets at J une 30, 1987, was approx i� 
mately $33 mil l ion which compared with 
$29. 5 mil lion the previous year. During 
the year, the Foundation provided $ 1 .  4 
mil l ion to UTC for support of designated 
projects . S ince the Foundation was 
created 18 years ago , it has contributed 
more than $ 14 mi l l ion to UTC. 
Chairs of Excellence Endowment 
The General Assembly appropriated 
$ 17. 5 mil l ion during the past three years 
to establ ish a Chairs of Exce l lence En� 
dowment for the Un iversity of Tennessee.  
The appropriations provided for the 
Chairs of Exce llence Endowment were 
des ignated an irrevocable trust in the 
office of the State Treasurer. 
For the University to activate the 
state's portion of the endowment,  it must 
match the appropriation on a one�to�one 
basis .  A UT Chairs of Excellence Endow� 
ment total ing $35 mil l ion wil l  be estab� 
l ished when the matching is completed . 
As of June 30 , 1987, the Univers ity 
had matched 30 Chairs of Excel lence, 
each endowed by $1 mil l ion.  Commit� 
ments are pending for matching the 
remaining chairs during 1987 �88. The 
financial  statements of the Univers ity do 
not include financial data of the Chairs 
of Exce llence Endowment. 
Cash Management 
The University of Tennessee,  unl ike 
many pub lic universities in other states ,  
has direct respons ibil ity for management 
of its financial resources. 
Because the University directly be� 
nefits from interest earn ings , the Univer� 
s ity has carefully structured a central ized 
cash management program to keep every 
dol lar constantly at work. 
Temporary investment of idle cash 
was an important revenue source for UT. 
All campuses and units shared in the re� 
turns generated by the program. 
The average return on cash manage� 
ment assets during 1986�87 was 7.41 per� 
cent compared with 5.68 percent paid by 
representative money market mutual 
funds during the period. Over the past 
five years , the average return on UT's 
cash management program was 9. 4 per� 
cent compared to the 8 . 12 percent return 
prov ided by money market funds. 
A key factor in the ab il ity to gener, 
ate this addit ional return resulted from 
an investment strategy initiated in 1983. 
The higher average returns provided by 
the strategy al lowed the Univers ity to 
earn n10re than $5 .6  mil lion in addi� 
tional interest s ince 1983 with no signifi� 
cant increase in risk. 
Another factor in this cash manage� 
ment success was a system which pro� 
vided for deposi ts to be made in local 
banks across the state and , then , auto, 
matical ly concentrated in a Knoxvil le 
bank account for immediate investment. 
In addition, the Univers ity trea� 
surer's office has instal led a Treasury 
Management Information Systen1 to 
allow computerized daily n10nitoring of 
bank balances and transaction activity. 
These cash management initiatives 
and other enhancements have had a sig� 
nificant posit ive effect on the operating 
budgets of the campuses and units in the 
University of Tennessee system because 
all  such budget enti ties share in a pro� 
rata distribution of the general fund in� 
terest income. 
Self�Supporting Operations 
The UT Medical Center at Knox� 
vi l le and the Wi l l iam F. Bowld Hospital 
at Memphis are self�supporting opera� 
tions with income provided from patient 
care activities. Both hosp itals closed the 
1986�8 7 year with a profit. 
The Bowld Hospital , which incurred 
a $ 10 mil l ion debt to finance working 
capital in 1983, was s ignificantly ahead of 
its original repayment schedule. 
Although the loan was to be amor� 
tized during a 10�year period , more than 
$4 mil l ion in early principal payments 
have been made by the Bowld Hospital 
to reduce the remaining loan balance to 
under $3 mil l ion. The hosp ital is four 
years ahead of the repayrnent schedule. 
UT in 1985 became the first univer, 
s i ty in the nation to combine a variable 
rate bond issue with a line of credit to fi� 
nance maj or equipment purchases for its 
hosp ital in Knoxville at a savings of $2 
mil l ion in interest during the first 30 
months after the issue. 
Other se lf�supporting operations of 
the Univers ity include res idence halls ,  
dining faci l ities , parking, bookstores and 
the men's intercol legiate athletics pro' 
gram at UT Knoxville. Aux iliary enter� 
prise operations produced a profit this 
year on revenues of $65.5 mil l ion.  
Capital Outlay Programs 
Expansion of University facili ties con� 
tinued at a record pace during the year. Ex, 
penditures for capital proj ects totaled $56. 1 
mill ion. Twenty,five projects were com� 
pleted at a cost of $39.6 million. 
In addition, 21  projects worth $73.5 
n1illion were under construction. Funded 
for construction (design stage) were 24 
more proj ects with an estimated value on 
completion of $60.4 n1illion. 
All  active proj,ects , including those 
con1pleted during 1986�8 7 and at various 
stages of completion, totaled $ 167. 9 mil�  
l ion. A summary of major capital con� 
struction proj ects completed and under� 
way can be found on pages 48 and 49 of 
this report . 
UT's major capital maintenance 
proj ects were funded by the legislature 
through a program of restricted appropria� 
tions. The program has helped preserve the 
state's investment in educational fac il ities 
by providing for repairs and renovations. 
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Looking Ahead 
he University of Tennessee has 
never been stronger and it grows 
st i l l  stronger. For the past three 
years , UT enjoyed consecutive 
and substantial appropriations increases by 
the Tennessee General Assembly. 
Whi le action on the 1987,88 ap, 
propriation was not as favorable as it has 
been , we d id in fact see funding for gen, 
eral operations increased by approx i,  
mately 5 . 2  percent. I t  is important that 
we keep that perspective. 
Compared with appropriations for 
some state agencies and departments , we 
did very wel l .  Perhaps more importantly, 
in the compet it ion with other institu, 
tions of higher education, we may sig, 
nificantly improve our re lat ive posit ion. 
In those years when UT appropria' 
tions grew rap idly, we did not gain as 
much ground on our s ister institut ions as 
we might have because those institutions 
also were enj oy ing maj or funding hikes . 
This year, however, we understand 
that some pub lic un ivers i ties in our re' 
gion wi l l  gain no ground, maybe even 
lose some . If that's the case, our 5 . 2 per, 
cent increase may prove very s ignificant 
in comparative stand ings . 
We wi l l  not hide our disappoi nt, 
ment with the state's dec ision to reduce 
funding for the Centers of Exce l lence 
and not to add new money for more 
Cha irs of Excel lence.  
We were also d isappo inted that ap, 
propriations inc luded no new money for 
our capital outlay budget.  At the very 
least we had hoped for funds that would 
allow us next fiscal year to begin plan, 
ning for a new sc ience and eng ineering 
bui ld ing at UTK, a new phys ical plant at 
UTC , and a new laboratory at UTS I .  
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However, we remain optimistic that 
fu l l  state support for these important pro' 
grams wil l  return as the state's overal l  
budget s ituation improves. 
Especially heartening is Gov. Ned 
McWherter's position on higher educa, 
tion. He has always been a strong support' 
er of higher education , especially the Cen, 
ters and Chairs of Excellence. We are wel l  
aware that as  majority leader of the House 
of Representatives , Speaker McWherter 
signed the legislation that created the cen, 
ters and chairs before it was sent to former 
Gov. Lamar Alexander. 
We aiso have a supportive state gov, 
emment , many good friends, and corpor, 
ate supporters. The Board of Trustees, the 
administration , faculty and staff are hard, 
working and committed . 
In  the past we made s ign ificant 
progress , and ach ieved many worth, 
whi le  obj ect ives , w i th fewer resources 
and opportuni ties than we have today. 
Outs ide the Univers ity, we see our 
graduates in leadersh ip posi t ions of fed, 
eral and state government . 
Howard H .  Baker is White House 
chief of staff, A. B. Cu lvahouse is Presi,  
dent Ronald Reagan's general counsel ,  
and Tom Griscom is d irector o f  Wh ite 
House Commun ications . N ine UT gradu, 
ates ho ld cabinet positions in the admin, 
istration of Gov. McWherter. 
In the private sector, UT graduates 
serve as vice pres idents of Genentech , 
DuPont ,  General Foods , ALCOA , and 
IBM ( two VPs at IBM , thank you ) . 
Impress ive ! And we didn't even 
mention Pat Head Summitt,  the UT Mar, 
tin graduate who took her UTK Lady 
Vols to the national women's basketball 
championship of the NCAA . 
We've done wel l  and we deserve th is 
year of celebrat ion. 
Edward ] .  Boling 
Pres ident 
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he financial statements on the following pages have been 
prepared in general conformance with College and University 
Business Administration, which sets forth generally accepted 
a counting principles for colleges and universities . 
The management of The University of Tennessee is responsible for 
the integrity and objectivity of these financial  statements . 
Management believes that the University's highly developed 
system of internal accounting controls provides reasonable assurance 
that assets are pr tected and that transactions and event are 
properly recorded. The system of internal controls is mainta'ned by 
establishment and comn'lunication of fiscal policies and procedures , 
carefu l selection of qualified financial staff, and an extensive p ogram 
of internal audits and management re iews. 
The financial statements h ave been audited by the State of 
Tennessee, Co nptroller of the Treasury ,  Division of State Audit . The 
auditors' repo t,  as shown on page 4 1 , is  based on audit procedures 
described in the first paragraph of their report which include 
obtaining an understanding of University systems, procedures and 
internal control ) and performing tests and ot her auditing procedures 
sufficient to provide reasonable assurance that he financial statements 
neither are materially misleading n r contain material errors. 
The stat Inents contained in this report are intended to 
provide a picture of the flow of financial resources of the University 
druing the fiscal year 1 986#87 and the balances avail able for the 
future. A separate publication entitled Report of the Treasurer 1 987 
contain additional details , supporting schedules, and appendices and 
is designed to supp y analysis of important items summarized or 
consolidated in the financial statements of this report. The 
publ ication is available for those who wish to m ake a more extensive 
analysis of he University 's operations. 
Respectfu lly submitted , 
A. Dat'id Marrin 
TreasllTeT 
Vice President fnr Busin �5 
and Finunce 
Balance Sheet 
June 30, 1 987 With Comparative Figures at June 30, 1 986 
--�--------�----�----------�---
ASSETS 
CURRENT FUNDS 1 987 1 986 
Unrestricted 
General 
Cash and Cash Equivalents (Note 3) . . . . . . . . . . . . . . . . . . . . . .  $ 6 1  490.23 5 .43 . . . . . . . . $ 46 , 5 7 5 ,20 1 . 67 
Interest Receivable . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 583,445 . 58 . . . . . . . . 2 ,228,5 26.82 
A counts Receivable (Net After Allowance of $ 1 ,243 ,653 . 59) . 5 ,000,8 1 7 .73 . .  . .  . . . . 5 ,382 ,396. 36 
Inventories (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,392 ,664 .67 . . . . . . . . 4 , 750,058.38 
Prepaid Expenses and Deferred Charges . . . . . . . . . . . . . . . . . . . . 92 1 509.80 . . . . . . . . 95 7 ,428 . 1 8  
Due From Other Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50,290. 78 . . . . . . . . 24,6 1 1 . 73 
Total General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 77 ,438,963.99 . . . . . . . .  $ 59 ,9 1 8 ,223 . 1 4 
Auxiliary Enterprises 
Cash and Cash Equiv alents (Note 3) . . . . . . . . . . . . . . . . . . . . . .  $ 1 1 ,323 ,337 .88 . . . . . . . .  $ 1 1 ,387 ,766 . 1 6  
Accounts Receivable (Net After Allowance o f  $ 1 ,945 , 794 . 7 3) . 1 ,805 ,4 1 7 . 1 7 . . . . . . . .  1 ,407 ,87 5 .35 
Inventories (Note 4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 , 593 308.44 . . . . . . . . 3 ,464,52 1 . 77 
Deferred Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80,787 .20 . . . . . . . . 3 1 ,795 , 72 
Total Auxiliary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 6,802,850. 69 . . . . . . . . $ 1 6 ,29 1 ,959 .00 
Hospitals 
C ash and Cash Equivalents (Note 3) . . . . . . . . . . . . . . . . . . . . . . $ 1 3 ,308,865 .0 1 . . . . . . . . $ 1 0 ,447 ,5 1 4 . 1 2 
Accounts Receivable (Net After Allowance of $ 19 ,433 ,832 . 74) 22 ,347,345 .24 . . . . . . . .  23 ,237 ,389 .36 
Inventories (Note 4) . . .  . .  . . . . .  . . . .  . . .  . . .  . . . . . . . .  . . .  . . .  . .  . 1 ,380,7 18 . 78 . .  . . . . .  . 1 , 204 ,358 .9 1  
Deferred Charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 92 ,466.00 . . . . . . . . 1 02 ,228.00 
Stocks (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33 ,250.00 . . . . . . . . 25 ,8 1 2 .49 
Total Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37 ,262 ,645 .03 . . . . . . . .  $ 3 5 , 0 1 7 ,302 . 88 
Total Unrestr icted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 3 1 ,504,45 . 7 1  . . . . . . . .  $ 1 1 1  ,22 7,485 .02 
Restricted 
C ash and Cash Eq u ival ents (Note 3) . . . . . . . . . . . . . . . . . . . . . . . .  $ 
Accoun s Receivable�Educationa l and General . . . . . . . . . . . . . . . . 
Accounts Receivable�Hosp ital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Bonds (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Stocks (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Other Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
1 6 ,269 ,54 1 .67 . . . . . . . . $ 1 5 ,950,2 58.9 1 
1 5 ,868,025 . 1 7 . . . . . . . . 1 2 , 1 83 , 844.80 
639, 22 .22 . . . . . . . .  502 , 1 ] 6 . 53 
1 , 1 4 7.00 . . . .  . . .  . 39 5 ,60 1 . 38 
,0 1 . 7 . .  . .  . . . . 39 , 672. 26 
4 ,000.0 . . . . . . . .  3 5 ,000.00 
Total Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3 2,823 ,449.43 . . . . . . . . $ 29, 106 ,493 .88 
TOTAL CURRENT FUNDS . . . . . . . . . . . . . . . . . . . . . . . $ 1 64 .327,909. 1 4 . . . . . . . .  $ 140,333 ,978 .90 
LOAN FUNDS 
Cash and Cash Equivalents (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . $ 2 ,289,732 .48 . . . . . . . .  $ 2 , 1 43 , 244 .9 1 
Interest Receivable . . .  . . .  . .  . . . . . .  . . . . . . .  . .  . . .  . . .  . . .  . . .  . . .  . . 246, 746.26 . . . . .  . . .  329 ,839. 5 1 
Notes Receivable (Net After Allowance of $ 1 ,992 ,443 . 57) . . . . . . 22,08 ,334.40 . . . . . . . . 22,9 1 9,687 .37 
TOTAL LOAN FUNDS . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24 624 ,8 1 3 . 1 4 . . . . . . . .  $ 25,392,7 7 1 . 79 
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LIABILITIES AND FUND BALANCES 
CURRENT FUNDS 1987 
Unrestricted 
General 
Salaries and Wages Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9 ,57 ,246.66 . . . . . . . . $ 
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24 383 ,978 .02 . . . . . . . . 
Payrol l  Taxes Payable .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 ,06 1 ,2 1 1 .06 . . . . . . . . 
Deposits and Advance Payments . . . . . . . . . . . . . . . . . . . . . . . . . . 92 1 96 .89 . . . . . . . . 
Deferred Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 ,665 , 508 . 79 . . . . . . . . 
Revolving Accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ,053 ,57 1 . 1 1 . . . . . . . . 
Unemployment Compensation Provision . . . . . . . . . . . . . . . . . . . 9 3 , 17 9.3 1 . . . . . . . . 
Fund Balances 
Reserve for Working Capital (Note 6) . . . . . . . . . . . . . . . . . . . . 1 3 ,72 1 , 23 5 .6 5 . . . . . . .  . 
Reserve for Encumbrances (Note 14) . . . . . . . . . . . . . . . . . . . . . , 57 , 6 1 .30 . . . . . . .  . 
Reserve for Unexpended Gifts . . . . . . . . . . . . . . . . . . . . . . . . . . 1 2 1 0 ,3 1 1 .82 . . . . . . .  . 
Allocated for Reappropriation . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,624 ,952.34 . . . . . . . . 
Unallocated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Total General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ --'--'-�--'--�_ 
Auxiliary Enterprises 
1986 
8 , 803 ,74 1 . 1 9  
1 1 , 3 78 ,859 .02 
6 ,975 ,296 .32 
1 ,632 ,88 7 . 7 7  
6 , 3 39,63 5 . 52 
3 469,6 1 7 . 56 
1 ,490, 1 1 8 .65 
Deferred Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7 ,787, 1 1 4 .5 5  . . . . . . . . $ 8 , 195 , 1 1 8 .7 1  
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,322 ,446.88 . . . . . . . . 1 , 1 73 , 1 88.40 
Revolv ing Accounts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 , 5 1 2 . 3 7  
Fund Balances 
Reserve for Working Capital (Note 6) . . . . . . . . . . . . . . . . . . . . 5 ,398 , 25 .6 1 . . . . . . . . 4 ,872 ,397 . 1 2  
Reserve for Encumbrances (Note 1 4) . . . . . . . . . . . . . . . . . . . . . 489,989 .45 . . . . . . . . 3 70,73 5 .92 
Unallocated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,80 1 ,06 1 . 8 3 . . . . . . . . 1 ,680,5 1 8.85 
Total Auxiliary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 6 , 802,850.69 . . . . . . . . $ 1 6 , 29 1 ,959 .00 
Hospitals 
Accounts and Notes Payabl . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,906 ,996 . 6 1 . . . . . . . .  $ 8 ,746,063 .08 
Accrued Wages Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,249,2 . 26 . . . . . . . .  978,240.99 
Revolving Accou nts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 5 )5 1 . 1 7 . . . . . . . . 38,436 . 1 6  
Fund Balances 
Reserve for Working Capital (Note 6) 
Memorial Hospital-Kno ville . .  . . . . . . .  . . .  . . . . . . .  . . .  . . .  2 1 ,43 1 ,2 5 . 36 . . . . . . . .  2 1 ,477 ,05 1 .0 1  
William F. Bo lId Hospital-Memphis . . . . . . . . . . . . . . . . . . 2 ,296,8 1 3 .66 . . . . . . . . 2 , 964 ,697 .26 
Reserve for Encumbran es (Note 1 4) 
Memorial Hospital-Knoxville . . . . . . . . . . . . . . . . . . . . . .  . 
William F. Bowld Hospital-Memphis . . . . . . . . . . . . . . .  . 
Unallocated 
.. ,786,836.87 . . . . . . .  . 
55 1 ,252 . 1 6 . . . . . . . . 
893 , 36 1 .89 
953 ,98 1 . 60 
Memorial Hospital-Kno · ille . . . . . . . . . . . . . . . . . . . . . . . . . 2 ,323 ,404.0 1 
Will iam F. Bowld Hospi tal-M mphis . . . . . . . . . . . . . . . . . . (62 2 . 2 1 3 . 1 . . . . . . . . (3 ,357 ,933 . 1 2) 
Total Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 37,2 ,645.03 . . . . . . . .  $ 3 5 ,0 1 7 ,302 .88 
Total Unrestricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1  1 ,504,459. 7 1 . . . . . . . . $ 1 1 1 , 22 7,485 .02 
Restricted 
Deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Accou nts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fund Balances 
General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . " . . . . . . . . . . . . . 
Auxiliary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
. . . . . . . . $ 
,969,7 1 .38 . 
29 6 14 1 29 .87 . . . . . . .  . 
1 64 ,259.64 . . . . . . .  . 
1 , 0 7 5,2 78 . 54 . . . . . . . . 
50 ,538.27 
1 ,680, 1 1 9. 57 
26 253 ,807 . 5 7  
1 56,860.9 1 
965 , 1 67 . 56 
Total Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3 2 ,  23,449 .43 . . . . . . . .  $ 29, 1 06,493 .88 
TOTAL CURRENT FUNDS . . . . . . . . . .  , . . . . . . . . . . . . $ 164)27,909. 1 4  . . . . . . . .  $ 140,333 ,978 .90 
LOAN FUNDS 
Privately Sponsored Loan Fund ,Restncted . . . . . . . . . . . . . . . . . . . . $ 2 297 ,223.63 . . . . . . . . $ 2 ,227,364.45 
Institutional Loan Fund Balances,Restricted . . .  " . . . . . . .  . . .  . . . .  . 1 ,59 1 ,000. 1 0 . . . . . .  . . 1 ,580 ,747.64 
Federal Participanon Loa n Fund Balances,Restricted . . . . . . . . . . . . 20,7 6,589 .41  . . . . . . . . 2 1 ,584,659. 70 
TOTAL LOAl'l FUNDS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 24,624,8 1 3 . 14 . . . . . . . .  $ 25 ,392,77 1 .79 
33 
Balance Sheet 
June 30, 1987 With Comparative Figures at June 30, 1986 
--------------�----------�--------�------
ASSETS 
ENDOWMENT AND SIMILAR FUNDS 
Cash and Cash Equivalents (Note 3 . . . . . . . . . . . . . . . . . . . . . . . . . . 
Accounts Reeei able . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Notes Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Bonds Note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Assets With The Un ivers ity of 
1 987 1 986 
1 1 ,6 1 0,967 .77  . . . . . . . . $ 7 ,2 1 8 ,70 1 .35 
2 7  ,988 . 32 . . . . . . . .  505, 1 59.20 
5 77,633 .9  . . . . . . . . 363,2 18.48 
20, 33 ,3 1 8 . 50 . . . . . . . .  1 5 ,6 5 1 ,463 .87 
Chattan oga Foundation,  Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,00 ,0 .00 . . . . . . . . 1 ,000,000 .00 
Assets Held bv 0 he s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 25 ,69 .0 . . . . . . . . 1 2 5,690.00 
Stocks (Note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.3,9 1 5 , 08_ .06 . . . . . . .  23 ,38 1 ,626 . 75 
Real Es ate (Note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 ,963 ,880.00 . . . . . . . . 2 ,4 16 ,968 .50 
Other Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 927,000 .00 . . . . . . . . 836,0 14. 53 
TOTAL ENDOWMENT AND SIMILAR FUNDS . . . . . . . . . $ 6 ,324 . 563 . 55 . . . . . . . . $ 5 1 ,498,842 .68 
LIFE INCOME FUNDS 
Cash and Cash Equivalents (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 , 1 1 ,204 . 7 . . . . . . . .  $ 
Accounts Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,677 .40 . . . . . . .  . 
Notes Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84 ,899.26 . . . . . . .  . 
Bonds (Note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 0, 02 ,696.67 . . . . . . . . 
Stocks (Not 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 ,7 1 2 ,632 .7 . . . . . . .  . 
Real Estate (Note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 732 ,9 1 2 .0 . . . . . . . . 
TOTAL L FE INCOME FUNDS . . . . . . . . . . . . . . . . . . . . $ 1 7 ,3 5 1 ,022 .9 . . . . . . . .  $ 
PLANT FUNDS 
Unexpended Plant 
2 ,390,2 1 1 .69 
2 ,58 1 .90 
1 30 , 7 1 7 .04 
9,053 ,320 . 10 
4 , 582,840.47 
849,865 . 50 
1 7,009,536.70 
Cash and Cash Eq ivalents (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . $ 24 , 3 1 , 3 1 3 . 00 . . . . . . . .  $ 34,694 , 1 75 . 27 
Accounts Receivab le . . . . . . . . . . . . . .  , . . . . .  , .  . . . . .  . . . . . . . . . .  . 242, 1 25 .00 . . . . . . . . 272 , 1 80 .86 
Notes Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 ,768,3 1 0.9 . . . . . . . . 3 ,97 7 ,836 .05 
Bonds (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 , 2 50.0 . . . . . . . . 2 ,250.00 
Stocks (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 ,0 0 .00 . . . . . . . . 26,250.00 
Real E ate (Note 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 84 .650 . 0 .  . . . . . . . 1 94 ,650 .00 
State Education Bui lding Bond Appropriations . . . . . . . . . . . . . . . 1 ,0 1 1 ,42 .89 . . . . . . . . 1 ,046 ,882 . 73 
Au horized Bo nd Issues�Tennes ee State 
School Bond Authority . . . .  . . .  . . . . . .  . . .  . . . . . . . . . . .  . . . . . . 1 2)29,494 . 7 2  . . . . . . .  . 34,302,6 1 8.68 
Total Unexpended Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 40 ,844,57 1 . 5 . . . . . . . .  $ 74,5 1 6,843 .59 
Retirement of Indebtedness and Renewal a d Replacement 
Cash and Cash Equivalents (No te 3) . . . . . . . . . . . . . . . . . . . . . . . . $ 18, 1 1 0,934 .20 . . . . . . . . $ 1 5 ,0 78,99 1 .4 2 
Assets With Trustees 
Ten essee State School Bond Authority . . . . . . . . . . .  . . . . . . . . 2 1 ,559,065.2  . . . . . . . . 2 1 ,836,473 . 1 6 
Telephone System Reserve Funds . . . . . . . . . . . . . . . . . . . . . . . , . 1 ,1 2 1 ,602 . 55 . . . . . . . . l , U 5, 773 . 99 
Total Retirement of Indebtedness and 
Renewal and Replacement . . . . . . . . . . . . . . . . . . . . . . . . . $ 40,7 1 .602 .03 . . . . . . . .  $ 38,04 1 ,2 38 .57 
Inv stment in Plant (Note 8) 
Land . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 26 53 7,425 .86 . . . . . . . .  $ 24 ,444 ,629 . 52 
Building . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 1  ,438,737 . 74 ' " . . . . .  564 ,7 50,955 .27 
Improvements Other Than Buildings . . . . . . . . . . . . . . . . . . . . . . . . 32 , 1 938.22 . . . . . . . . 3 1  2 78 ,893 .93 
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 65,554 ,83 1 .86 . . . . . . . . 146 ,3 68,969. 85 
Library Books ( t $20 . 00 Per V lume) . . . . . . . . . . . . . . . . . . . . . . 5 1,690, 4 .00 . . . . . . . . 50 ,304, 920.00 
Livestock (At Market) . . .  . . . . . .  . . . . . . . . . . . .  . . . . .  . . . . . .  . . . . . 1 ,309,067 .30 . . . . . . . .  1 ,46 1 , 507 .00 
AGENCY FUNDS 
Cash and Cash Equ iva lents (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Accounts Receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Bonds Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Stocks (Note 3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
TOTAL AGENCY FUNDS . . . . . . . . . . . . . . . . . . . . . . . . $ 
See Nor� to FinanCIal SCIll:l!",ent� 34 
6 1 4,6 16 . 92 . . . . . . . . $ 
8 1 ,476 .08 . . . . . .  . .  
98,750 .00 . . . . . . . . 
3 ,505 ,446 .00 . . . . . . . . 
4)00,28 .00 . . . . . . . . $ 
227 ,385 . 30 
1 3 , 306 .44 
98, 750.00 
3,505 ,446.00 
3,844,887 . 74 
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LIABILITIES AND FUND BALANCES 
ENDOWMENT AND SIMILAR FUNDS 
Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Notes Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fund Balances 
Reserve for Losses on Consolidated 
Investment Pool . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 
Endowment Fund Balances-Restricted . . . . . . . . . . . . . . . . . . . . . . . . . 
Quasi-Endowment Fund Balances-Restricted . . . . . . . . . . . . . . . . . .  . 
-Unrestricted . . . . . . . . . . . . . . . . . . . . 
1987 
800,9 . 0 . . . . . . . . $ 
9,3 29 ,483 .99 . . . . . . . . 
48,228,984 . 27 . . . . . . .  . 
1 48 , 1 02 . 72 . . . . . . .  . 
3 ,8 1 7 . 89 . 57  . . . . . . .  . 
1 986 
260,343.45 
1 6 ,000.00 
7 , 1 49,406.65 
41 08 1 ,878. 5 1  
1 1 7 ,386.4 1 
2 ,873 ,827 .66 
TOTAL ENDOWMENT AND SIMILAR FUNDS . . . . $ 62 , 24 , 56 3 . 5 5 . . . . . . . .  $ 5 1 ,498,842 .68 
LIFE INCOME FUNDS 
Due to Current General Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 
Fund Balances-Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  , , . . . 
5 ,290.78 . . . . . . . .  $ 
1 7 , 00,73 2. 1 7  . . . . . . . . 
24,6 1 1 . 73 
16,984,924.97 
TOTAL LIFE INCOME FUNDS . . . . . . . . . . . . . . . . . . . . . 17 35 1 ,022 .95 . . . . . . . . $ 1 7 ,009,5 36. 70 
PLANT FUNDS 
Unexpended Plant (Note 14) 
Accou nts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 
Fund Balances 
Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unrestricted 
Designated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Undesignated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
4 ,830,3 1 1 .  77 . . . . . . . .  $ 3 , 5 76 ,906 .99 
1 5 , 500,397 . 2 1  . . . . . . . . 55 ,09 1 , 576 .3 1  
20,465,69 � . 5 5 . . . . . . . . 1 5 ,8 1 5 ,653 . 94 
48,165 .  5 . . . . . .  . . 3 2 , 706.35  
Total Unexpended Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4 ,844 ,57 1 . 58 . . . . . . . . $ 74 , 5 1 6,843 . 59 
Retirement of Indebtedness and Renewal and Replacement 
Fund Balances 
Reserve for Interest Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 ,63 ,0 1 5 .4 1 . . . . . . . .  $ 2 , 799,999.3 1 
Unal l ocated-Restricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 1 ,4 6 , 246. 2 2 . . . . . . . . 2 1 ,480,63 2 . 56 
-Unrestricted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 6,755 ,34 .4 . . . . . . . . 1 3 ,760,606. 70 
Total Retirement of Indebtedness and 
Renewal and Replacement . . . . . . . . . . . . . . . . . . . . " . . . $ 4 , 79 1 ,602 .03 . . . . . . . .  $ 38,04 1 ,238. 57  
Investment .in. Plant 
Tennessee State School Bond Authority 
Indebtedness (Note 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $205 ,87 7 ,66 1 . 58 . . . . . . . . $2 1 6,729 ,439.65 
Notes and Liens Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 3 ,845 .64 5 .00 . . . . . . . . 1 7 ,500 ,000.00 
Bonds Payable (Note 7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 80 ,000.00 . . . . . . . . 205 ,000.00 
Leasehol ds Payable (Note 10) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 , 142 ,677 . 7 7  . . . . . . . .  9, 732 ,968. 1 5  
Fund Balan e 
Net Investment in Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 660,297 ,856.63 . . . . . . . .  574 .442 ,467 . 77 
Total Investment in Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . $888,343 ,840 .98 . . . . . . . .  $8 1 8,609,875 .57  
TOTAL PLANT FUNDS . . . . . . . . . . . . . . . . . . . . . . . . . . $969,980,0 1 4 . 59 . . . . . . . . $93 1 , 167 ,957 . 73 
AGENCY FUNDS �ccou.nts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ e OSlts Held in eu tody for Others . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,608 .07 3,843 279.67 
TOTAL AGENCY FUNDS . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4 ,300. 289.00 . . . . . . . .  $ 3 ,844 ,887 . 74 
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Statement of Changes in Fund Balances 
Year Ended June 30, 1987 
FUND BALANCE JULY 1, 1986 
REVENUES AND OTHER ADDmONS 
Unrestricted Current Funds Revenues 
Revenue Transferred From Restricted Current Funds 
Restricted G ifts and Grants 
ational Di ct Student Loan Funds 
Federal ursmg and Health Prafes ions Loan Funds 
Interest on Notes 
Endowment Incom 
Income on Investments 
Net Gain (Loss) on Investments 
State Appropriations for Capital Outlay 
Tennessee State School Bond Authority 
Capital Leases 
Gifts and ther Soure s 
Student Debt Senrice R 
Federal Interest ubsidy Grants 
Special State Legislature Appropriations 
Plant Acquisitions and Adjustments 
Bonds and at s Issued and tired 
WfAL REVENUES AND OTHER ADDITIONS 
EXPENDITURES AND OTHER DEDUCTIONS 
Un trieted Cur nt Funds Expenditures 
Restrict urrent Fund Expenditure 
Transfer d to Current Funds Revenues 
Indirect ost Reeo eries to urrent Fun s 
cher Deductions 
e olv·ng Account Funding (N t) 
Collection Expense 
Bad Debt Expense 
Payments to Beneficiaries 
Plant Additions 
Retirement of Bonds and Notes 
Interest Payments 
Impr ements Written Off and Adjustmen 
Disposal of nd and Adjustments 
Buildings Written ff and Adjustment 
Physical Inventory Adjustment 
Capital Leases 
Bonds and otes Issued 
TarAL EXPENDITURES AND OTHER 
DEDUCfIONS 
TRANSFERS 
Mandatory 
ebt Se 'ce 
Matching Loa Fun 
Restricted urren Funds 
Endowment A justment 
Non-Mandatory 
Op rating Transfers 
Capital Project Transfers 
Debt Maintenance Reserves 
WfAL TRANSFERS 
NET INCREASE (DECREASE) FOR THE YEAR 
FUND BALAN E J 30, 19 7 
ee Notes t o  Fin, nrlal r�t 'mem 
General 
$372,1 19,945 .28 
116,82 1 ,173.69 
$488,941 ,1 18.97 
$369 502 3 50.14 
1 16,82 1 ,1 73.69 
(5,99 5,547.50) 
$480,327 ,976.33 
$ (4,285,164.31 ) 
(10,644.84) 
(213 ,  00.00) 
(528,914. 52) 
755,439.99 
368,626.92 ) 
$ (4 .650,91 0.60) 
$ 3 ,962 ,232 .04 
$ 
36 
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Current Funds 
Auxiliary 
Enterprises Hospitals Total 
$ 6,C)23,65 .89 $ 25,254,562.6- $ 52,006,281.� 
$65 ,486,114.66 $139,822,204.26 $577,428 ,264.20 
22,585.19 2,739,297 . 73 1 19,583 ,056.61 
65,508,699.85 $142,561,501 .99 $697,011 ,320.81 
$57,494,668.07 $125,206,770.44 
22 585.19 2 ,739 297.7 
9,3 12.00 9,312. 0 
(5,995,547 . 
$57,51 7,253 .26 $127,955 ,380. 17 $665,800,609.76 
$ (4,912,995.47) $ 6,553,011 .90) $ 15 751 , 17 1 .68) 
(169,439.99) 
( 172,53 1 .2 1 )  
(1 ,970,354.92) 
$ (7 .225, 321 .59) 
$ 766,125 .00 
10 644.84\ 
(2 1 3 001.0 ) 
(52 ,9 1452) 
(586,000.00) 
(5 ,640,545 .58) (6,181,703 .70 
(1z970,354.92) 
$ (12,77 ,557 .4 )  $ (24,655, 89.6) 
$ 12826,564.34 $ 6 ,554,92 1 .3'§ 
27,081,126.99 $ 5 ,561 ,203.02 
-Restricted 
Funds 
j 27)75,836.04 
$ 1 3 1 , 1 57 ,09 1 .29 
3 ,059,445 . 2 
$ 134,2 1 6,536 .52 
1 1 9,5 3 ,056.6 1 
1 1 ,054,7 18 .23 
1 1 6 6 1 .6 1  
1 30!7 541436.45 
1 ,73 1 .94 
� 
_ 
1 517 1 .94 
.J..J.77 !832 .01  
�5
31668.05 
$ 
$ 
$ 
Plant Funds 
Retirement of 
lnd btedness 
Loan Endowment and Life Income and Renewal and Net In estment 
Funds imi lar Funds Funds U nexpended Replacement in Plant 
2 5,392,77 1 .79 $ 5 1  ,2 22,499.23 $ 1 6.984,924.97 $ 70,939,936.60 $38 ,04 1 ,23 .57 $574,442,467.77 
9, 67 . 3  $ 6,737 ,950.82 $ 570,740.69 
3 3 ,644 .60 
2 1 8,370.95 
1 , 1 84 29.96 $ 890,876. 2 $ 6, 1 999.37 
2 ,672 ,545 . 43 457 ,5 27 .98 
1 1 ,47 1 , 7 59. 33 
( 1 ,656 , 222 . 4 1 
$ 1 ,63 7 ,70 1 . 50 
8,235 .44'4.33 727 , F45 .  1 
1 ,832.640.66 
206 ,078 .0  
367 ,3 3.52  
90 626 7 10.86 
1 6. 00 00 14 ,53 1 , 1 33 .07 
942,883 . 3 3  $ 9 ,644 ,867 .20 $ 2 ,2 1 3 ,098 .63 $ 1 8,94 1 ,857 .97 $ 9, 7 1 5 ,2 3 7 .36 $ 1 06,795 ,545.43 
285 ,296 .65 $ $ 3 ,037,920.89 
85 230. 59 
1 , 350,63 1 . 34 
1 , 1 7 2 , 36 1 .93 
53 ,088,424.03 
$ 1 2 ,874 ,9 1 3 .07 
5 ,835 ,386.25 
$ 76,902.61 
..,24, 42.0 1 
10,49 1 , 1 00.83 
675,000.00 47,41 1 . 1 2  
$ 1 , 72 1 , 1 58. 58 $ 1 0 ,4 70.49 $ 1 , 1 8 1 ,032 . 3 7  $ 56 , 1 26 ,344 .92 $29)85,299 .32 $ 20 ,94°11 56. 5 7  
$ 1 5,7 5 1 , 1 7 1 .68 
$ 0,644.84 
( 1 39.79) (';74 670.04) (3 ,535.00) $ 71 1 ,569.89 54 043 .00 
2 .93 1 ,24 1 ,4 4 .65 (7 1 2 ,724 .06) 
3 92 . 38 392.38 
1 536,847 .89 4,644 ,855 .82 
1 ,970,354 .92 
$ 10  3 1 6.60 � 6661764.6 1 $ (7161259.06) $ 2.25 18 10 . 1 6 $2 21420.425.42 
$ (7671958.65} $ 1 O!30 1 , 1 6 1 .32 $ 3 1 51807 .20 $P4 ,925J676. 79) 21750!363 .46 $ 85,855)88.86 
$24162418 1 3 . 14  6,0 14!259.8 1 4°17911602 .03 
37 
Statement of Current Funds Revenues, Expenditures, and Other Changes 
Year Ended June 30, 1987 With Comparative Figures at June 30, 1986 
CURRENT REVENUES 1987 1986 
Unrestricted Restricted Total Total 
General Funds 
Tuition and Fees $ 69,3 1 7 ,467.77 $ 69,3 1 7,467.77 $ 62,3 70,637 .69 
Federal Appropriations 10,699, 168.94 10,699, 68.94 1 1 ,427, 168.57 
State Appropriations 247,002,050.00 $ 9,894,218.62 256,896,268.62 228,663 ,514.47 
Local Appropriations 1 ,209.27 1 . 1 4 1 ,209,27 1 .  I4 1 ,200,000.00 
Federal Gifts, Grants, and Contracts 9,592, 104.67 5 1 ,977 ,852.85 6 1 ,569,957.52 59,838,647 .78 
State Gifts, Grants, and Contracts 484 01 7.24 9,687, 1 59.08 10, 1 7 1 , 1 76.32 9,797,3 1 7 .43 
Local Gifts, Grants, and Contracts 1 ,767,002. 72 1 ,95 1 ,991 . 1 5  3,7 1 8,993.87 3 ,344,660.65 
Private Gifts, Grants, and Contracts 2,995,83 7.62 38.904,356.54 4 1 , 900, 1 94. 16 34,030,066. 1 7 
Endowment Income-University and Other 88,26 1 .87 4,405,595.45 4,493,857.32 3 ,71 5 ,603 .59 
Sales and Services of Educati nal Activities 1 7 ,807,044.73 1 7,807,044.73 1 5 ,864,1 53 .85 
Other Sources 1 1 , 1 57 ,718.58 1 1 , 157,7 1 8.58 1 2,092 ,854.74 
TOTAL GENERAL FUNDS $372,1 19,945.28 $1 1 6,821 , 1 73.69 $488,94 1 , 1 1 8.9 $442 ,344,624.94 
Auxiliary Enterprises Funds 65 ,486,1 14.66 22, 585 . 1 9 5,508,6 9.85 62,482,763. 1 6  
Hospitals Funds 1 39,822 ,204.26 2,739,297. 7 3  1 42156 1 ,501 .99 1 21 ,828,079 . 74 
TOTAL CURRENT REVENUES $577,428,264.20 $ 1 1 9,583 ,056.61  $697,0 1 1 ,320.8 1 $626,655 ,467.84 
CURRENT EXPENDITURES AND TRANSFERS 
General Funds Expenditures 
Instruction $163 ,387,8 19.93 $ 30,025 ,744.90 $ 193,4 1 3 ,564.83 $ 1 75 ,089,8 1 6.22 
Organized Research 22,957,848.20 52,501 ,477 .00 75 ,459 ,325 .20 65,354, 302.01  
Public Service 32, 1 93 ,502 .24 1 5 ,8 1 2,304.0 1 48p05 ,806.25 45,79 1 ,584.43 
Academic Support 43,477, 67.85 3 ,030,409.45 46,507,977 . �o 43 , 542,876. 53 
Student Services 2 1 , 558,053 . 16 532,875. 54 22,090,928.70 1 9,9 1 9,7 1 2.44 
Institutional Support 44,793 ,763.32 1 , 102,977 .41 45,896,740.73 41 , 193 , 64 .21  
Operation and Maintenance of Physical Plant 35,447,497.04 3 ,222.27 35,450,7 1Q.3 1 33 ,508, 1 73 .18  
Student Aid 5 ,686,298.40 1 3 812 , 163 . 1 1  19 ,498,46 1 .51 19 ,090,969. 1 1  
General Funds Mandatory Transfers 
To Retirement of Indebtedness Funds 4,285,164. 31 4,285.1 64.3 1 2, 557,666.98 
To Loan Funds 1 0 ,644 .84 10,644 .84 24,784.2.4 
To Endowment Funds 528,914.52 528.914.52 105 246.46 
To Restricted Funds 2 1 3 ,000.00 
General Funds Non�Mandatory Transfers 
2 1 3,000.00 48,080.00 
To Plant Funds 368,626.92 368.626.92 46, 1 55.04 
From Auxiliary Enterprises Funds (169,439.99) ( 169,439.99) ( 1 , 1 66,857.20) 
From Hospitals Funds (586,000.00) (586,COO.OO ( 1 83 ,900.00 
Working Capital Adjustments (Net) (5 ,995, 547 . 50) (5,995 ,547.50) (2 ,526,61 6.0 1 )  
General Funds (Other Deductions) 2,577. 52 
TOTAL GENERAL FUNDS EXPENDITURES 
AND TRANSFERS $368,1 57,713 .24 $ 1 1 6,821 , 1 73.69 484,978,886.93 $442,398,035.16 
Auxiliary Enterprises Funds 
Expenditures 
Mandatory Transfers 
$ 57.494,668.07 $ 22,585. 19 $ 57,5 1 7 ,25 3 .26 $ 54 , 1 92,084.82 
To Retirement of Indebtedness Funds 4,9 1 2,995 .47 4,9 12,995.47 5, 146,593 .48 
Non�Mandatory T ansfers 
To Retirement of Indebtedness Funds 1 ,970,354.92 1 ,970,354.92 1 ,465,974. 23 
To Plant Funds 1 72,53 1 .2 1  1 72,53 1 .2 1 455 ,423.46 
To General Funds 1 69,439.99 1691439.99 1 , 1 66,85 7.20 
TOTAL AUXILIARY ENTERPRISES FUNDS 
EXPENDITURES AND TRANSFERS $ 64,719 ,989.66 $ 22,585. 19 6417421574.85 $ 62 ,426,93 3. 19 
Hospitals Funds 
Expenditures $ 1 25,206,770.44 $ 
Mandatory Transfers 
2,739,297 .73 $ 1 27 ,946,068 . 1 7 $ 107 705 ,404. 7 1  
To Retirement of Indebtedness Funds 6,553,01 1 .90 
Non�Mandatory Transfers 
6,55 ,0 1 1 .90 8,945 , 1 74. 77 
To General Funds 586,000.00 586,000.00 183 ,900.00 
To Plant Funds 5,640, 545 .58 5 ,640,545. 58 1 ,942 , 1 64.01 
TOTAL HOSPITALS FUNDS EXPENDITURES 
AND TRANSFERS $13 7,986,327 .92 $ 2, 739,297.73 $ 1 40,72 ,62 . 5 $ 1 1 8,776,643.49 
TOTAL CURRENT EXPENDITURES AND 
TRANSFERS $5 70,864,030.82 $ 1 1 9,583 ,056.61  $623 ,601 ,6 1 1 .84 
EXCESS (DEFICIT) CURRENT REVENUES OVER 
CURRENT EXPENDITURES AND TRANSFERS 
General Funds $ 3 ,962,232.04 $ 3 ,962,2 2 . 4 $ (53,4 10.22 
Auxiliary Enterprises Funds 766, 1 25 .00 766, 2 .00 55 ,829.97 
Ho pitals Funds 1 ,835,876.34 , 3 ,87 34 3 ,05 1 ,436.25 
OTHER ADDITIONS AND TRANSFERS 
Restricted Receipts in Excess of Expenditures $ 14 ,633 ,479.91 1 6,627,920. 52 
Indirect Costs Recovered and Other Deductions (9, 1 2.00) ( 1 1 , 1 7 1 ,379.84) (1 0,422 ,673 .98) 
Restricted Gjfts Transferred to Other Funds 1 5,731 .94 (l ,683 ,9 1 1 . 49) 
NET INCREASE IN FUNDS BALANCES $ 6,554,92 1 . 38 $ 3,477,832.0 1 $ 7 ,575 , 191 .05 
See Notes to Financial Sratcmaot£ 
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Notes to Financial Statelllents 
1 .  Summary of Significant Accounting Policies 
Th significa nt accounting policies , as summ arized 
below, ' OJ the fi nancial statements for The Uni rsity 
of Tennessee are in accordance with generally acc pted 
accounting principles a prescribed by ( 1 )  the National 
Association of College and University Business Offic r 
in College and Un iversit.. Bus iness Administration ( 1 982) 
and (2) the American Institute of Certified Publ ic Ac­
countants in Audits of Colleges and Un iversities ( 1 973) ,  
Accnwl Basis-The fi nancial statement .f The Univer­
sity ofTennes ee have been prepared on the accrual basis 
except that depre iatlon on plant assets is not rec rd­
e . The statement of current fund revenues, exp ndi­
ture. , and other changes is a statement of financial 
activity related to the current reporting period. It does 
not purport to r present results of operation or the net 
income r loss for the period as would a statement f 
in orne or a statement of revenu s and expenses. 
Fund counting-Th accounts of The University of 
Tenne ee are mai tained in accordance with the prin­
ciples of "fund accounting. " Fund accounting is a proce­
dure by which resources for various purposes are 
e las in d for accounting and reporting int funds that 
are in accorda nce with specified acti it ies or objective . 
This enables the institution to ensure observance of limit­
arions and reo trictions placed on th us of the resources 
ava i lable . Separate accounts are m aintained for each 
fu nd ; however, in the accompanying financial s ate­
ments, funds that have simi lar characteristics have been 
combined im fund groups . Accordingly, all financial 
r raf) act ions ha e been recorded and reported by fu nd 
group. 
All unrestricted fu nds are reported as revenue in th 
year they are received or accrued, with the exception 
f certain gifts. All restricted funds ar recor ed as addi­
tion' to the fund balances of the appropriate fund group . 
Restricted current fu nds are then recorded as rev nues 
during the period in which they are expended. 
. Cunene Fl,(nds-Unrcstricted current funds consist of 
those funds ver which the go erning board retains ful! 
control to us in achie ing any of its auth rized institu­
tional purposes, as distinguished from external! y re­
stricte fu nds which may be utilized only in accordance 
with the purposes established by their source . 
B. Loan Funds-Loan funds consist of resources \ hich 
have been made available for financial loans to students. 
C. Endowment Funds-Endowment funds aTe funds 
\,\l l th respect to which donors have stipulated, as a con­
dition of the gift, that the principal is to be maintained 
i lwiolare and invest d for the purpo, e of producing 
im:om . 
Qua i- n dowment fu nds are funds which the govern­
i ng beard of the Univers ity , rather tha n a donor , has 
determined are to be retained and invested. Since thc�e 
fund are internally designated rather than externally 
re trict d , th go erning board retains the righr to alter 
OT a :lend such designation. 
D. Life Income Funds-Life income funds are funds held 
in tru t by the University under agreement with donors 
whereby designated benefici aries receive specified i n­
t rests in annual income of the trust. Upon death of the 
eneficiaries or other termination of the trust, such tru t 
a ets bec me a ailable to the Uni 'ersit ' for u e as set 
forth in each agreement. 
E. Plan e F nds-The plant funds consist of ( 1 )  u nex­
pended plant funds which ar to b used for the on­
struction or acquisition of physical properties for 
institutional purp s s; (2) r tirement of indebtedness an 
renewal and r pia -ement fu n s,  which are funds set asid 
for debt s rvice charg·s and major m aintenance item 
on institutional properties; and ( 3) investment in plant 
fund expended for and thus invest d in i nstitutional 
properties . 
F. AgenC)' Funds-The Univ rsitv acts solely as an a ent 
i n th handl ing of th se funds. Consequently, t rans ac­
tions of these funds d not affect th perating stat -
ments of the University. 
2.  Compensated Absences 
Fi nancial Acco u nting Standards Board Statement 
No. 43, " Accounting for C mp n ated Absences," which 
Was determined to b applicable t The University of 
T cnnes ee beginning with the year ended June 30, 1 983 , 
r uires that cert ain accrued va ation benefits, t e ef­
t Cts of which are mat rial to the financial sta ement� ,  
e recorde a s  earn d. The University's policy i s  (Q 
recoTd uch benefit as paid. This policy is considered 
not a material departure from St tement No. 43 i n  that 
the effect of accruing the 22,586,367.69 of such benefits 
(of hich approximately $4,056,603.73 woul be reflected 
as an adjustme nt of beginning Current Unrestricted 
Fund a lances, and the remainder would be funded from 
other sources is considered not material. 
3. Cash and Cash Equivalents 
The balance sheet classification "Cash and Cash 
Equivalents" includes all readily available sources of cash 
such as petty cash, demand deposits in banks, certifi­
cat s of dep sit, temporar investments m marketable 
securities, and interfund receivables .  The University 
maintains in Current Unrestricted Funds a cash manag -
ment investm nt pool that is available for use by all fund 
gr ups. At June 30, 1 986 and 1 987, the balance sheet 
caption "Cash and Cash Equivalents" for all orher fund 
groups constituted cash positions rhat were advanced 
and invested as part of the Current Unrestticted Fund 
investment pool except for $ 1 , 104,500. 00 in 1 987 and 
$2,372 ,600.00 in 1986 of Life Income Funds which repre­
s nted separately invested certificates of deposit. Petty 
cash funds at June 30, 1987, totaled $80 1 ,495 .86. 
Demand and Time Depo its 
At June 30, 1 987 , the carrying amount of Uni crsity 
depo its in authorized depositories was $67 ,526,773.87 
(time depo'its in the form of certificates of deposit 
totaling $63 , 5 1 0,000.00 and demand deposits totaling 
$4 ,016 773 .87); h r as, the balances per bank state­
ments totaled $ 8,958,385. 1 5 . 1J of the bank's balances 
were secured b federal depository insurance or by col­
lateral pledged to se ure University deposits. Certificates 
of deposits are held by the issuing bank's TUSt depart­
ments i n the University's name. In accordance ith the 
laws of the Stare of Te nnessee, commercial ban s and 
savings and loan have pledged securities with third par­
ties as collateral in face amounts of 1 10% of University 
deposits. Total fac amounr and market value of these 
se urities at June 30, 1 987 . were $9 1 ,614,645 .00 and 
$92 , 2 5 7 ,649. 2 1 respectively. 
Marketable SecHrities and Government 
Repurchase Agreements 
State statutes and Univ rsity investment policies 
authorize the University to invest in U.S.  Treasury 
obligations, U.S.  Go ernm nt agency obligations, an 
repurchase agreem nts of those securities. All securities 
are hel by the U niversity or its agent in the Univer­
sity's name. The University's investments are categorized 
bel w to gi .(: an indication of the level of risk assumed 
by the enti at year nd. 
Investments 
u.s .  Treasury Securities 
U. S. Agency Securities 
Repurchase A greements 
Carrying 
Amount 
$ 1 5 ,999,361 .24 
48, 108, 1 1 8.26 
28,000,000.00 
$92 , 107,479 . 50 
Market Value 
$ 1 5,876, 250.00 
48,169,769.00 
28,000,000.00 
$92 046 0 19 .00 
The University's standard "General Terms and Con­
ditions of Repu[chase Agreements" require that the secu­
rities underlyi ng repurchase agreements have market 
values between 95% and 1 05% of the cost f the repur­
chase agr ement and be delivered to its agents' trust ac­
count at the Federal Res [ve Bank , Memphis. The 
market value of securities underlying repurchase agree­
ments at June 30, 1987, as $28 ,685 ,709. 1 2 . 
Other Investments 
Bond , stocks, and real estate are valued at cost r,  in 
the case f gifts, fair market alue on the dat of receipt. 
Endowment and Life Income Funds own additional 
longer term inve tments in equity and fixed income secu­
riti s. For a more complete description of these invest­
ments, please refer to ootnote 5 "Endowment and Life 
Income Funds. "  
T h e  book value a n d  market value o f  investments 
shown in Current Restricted unds was $22 , 160.74 and 
$26,084.2 5 respecti I y . The Unexpended Plant Funds 
investments had a book value of $ 7 , 2 50.00 and a mar­
ker alue of $3 1 ,625 .00. Agency Funds investments 
at J une 30, 1 987 , 'as $3 ,604, l 96.00 book value and 
$7 ,25 1 ,425 . 00 market value. 
4. In entories 
inventories are valued at co t, which is lower than 
market, based on the retail method or the average cost 
m th . C st methods are applied on a basis consis­
tent \ ith prior years. Inventorie also in lude assets f 
the revolving accounts, which are alued at c st Ie s 
depreciation. 
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5. Endowment and Life Income Funds 
There a e two categories of Un i  ersity funds which 
are subject to long term investment, the Endowment 
and Quasi-Endowment Funds and the Life Income 
Funds. The investment of these fu nds is governed by 
the gift instrument and the investment policies estab­
lished by the Board of Trustees . 
Effective July 1 ,  1 954,  the University adopted the 
policy of investing Endowment and Quasi-Endowment 
Funds 0 er which it had full investment discretion (on 
which the donor or governing gift instrument do not 
require separate investment) in the Consolidated Invest­
ment Pool. This pooling of i nvestments affords closer 
supervision of the investment portfolio and provides, 
regardless f size, the advantages of participation in a 
weI! diversified portfolio of investments. Ail Endowment 
and Quasi-Endowment Funds not invested as part of 
the Consolidated In estment Pool are separately invested 
to observe requirements or limitations imposed by 
donors. Income realized on the in estment of the En­
dowment Funds for the ear totaled $3,3 7 1 ,457 . 1 2. 
Life Income Funds are separately invested entities 
requiring detail d acc unting to reflect specific compli­
ance widl terms of each trust and applicable federal regu­
lations. The investment objectives as reflected in each 
agre mem ary wid Iy sinc they are affected by the age, 
income Ie el, and n cds of the beneficiaries as well as 
moti es and objectives of the donors. Income realized 
in these funds for the year amounted to $ 1 , 1 84,829.96. 
Investments of End wment and Life Income Funds 
are carried at cost or, if acquired by gift, at market value 
on date of acquisition. The book values of Endowment 
Funds at June 30, 1 987,  was $62 ,324,563.55 and the 
market valu was $70,3 3 2 , 1 05 . 1 6. This compares with 
a lune 30, 1986, book alue of $ 5 1 ,498,842 .68 and mar­
ket value of $57,95 1 ,56 Ll 7. The book alue of Life In­
come Funds at June 30, 1 987 ,  was $ 1 7 ,35 1 ,022.95 and 
market value of $ 1 9,052 , 752 .72 . TIlis compares \ ith a 
June 30, 1 986, book value of $ 1 7 ,009,536.70 and mar­
ket value of $ 18 ,855,808.63 . 
6. Allocation for Working Capital 
The unrestricted fund balance is allocated for the 
amount of working capital defined as the total of all petty 
cash. accounts receivable, and inventories in the unres­
tricted fund at the balance sheet date except for student 
receivables, accrued interest, and amounts due on fed­
eral letters of credit. This is in compliance with the 
recommendati ns of the Tennessee Higher Education 
Commission. 
7.  Bon s and Notes Payable 
UniverSIty of Tennessee and Tennessee State School 
Bond Authority bond issues, with rates ranging from 
3 . 2 5 %  to 9. 5% are due serially to 2 0 1 5 ,  and are secured 
by pledges of revenue of facilities to which they relate 
and certain other revenues and fees of the University. 
The total outstanding bonded indebtedness for the 
University at June 30, 1987, was $ 1 94,34 1 ,88 1 . 58. 
Included in the total outstan iog ind btedness is a 
$22 , 1 00,000 .00 Daily Variable Rate Demand Bond 
(VRDB) issue which was completed in January, 1 985.  
These variable rate bonds are due seri.ally over the next 
fifteen years with monthly interest payments. However , 
the U n iversity is committed to retire the bonds in 1 0  
years. This dailv VRDB issue was for the purpose of 
acquiring and installing equipment for the Univer. ity's 
Memorial Hospital in Knoxville. The outstanding 
balance at June 30, 1 987 ,  is  $ 1 6,700,000.00. 
Annual maturities subject to mandatory redemption 
for the next five years ending June ° are as follows: 
1988 
1 989 
1990 
1991 
1 992 
Subsequent Years 
$ 6,443,645 .40 
6,980,039.57 
7 ,435 , 1 86.63 
7 ,989,697 . 39 
8 ,57 1 ,9 1 1 .02 
1 56,92 1 ,40 1 .57  
$ 194,34 1 ,88 1 .58 
Short-term financing for various University projects 
has been secured through the Tennessee State School 
Bond Authority and First Tennessee Bank, Mem phis. 
The Tennessee State chool Bond Authority arranged 
for three-year notes from the liquidity facility on the 1 985 
Daily Variable Rate Demand Bond issue for University 
equipm nt and facilities in the amount of $ 1 6,377 ,000.00. 
These notes have a variable interest rate calculated 
at 65% of the prime rate of Morgan Guaranty Trust 
Company of New York and requires a poni n of prin-
ipal to be repaid each year u ntil December 3 1 ,  1 988, 
at which time the remaining principal is due. The out­
standing balance at June 30, 1 987,  of the three yr::ar 
notes is $ 1 1 ,7 1 5 ,780.00. 10 additi n, a five-year note 
due December 3 1 ,  1 99 1 ,  o r  $ 1 7,500,000.00 was secured 
from First Tennessee Bank, Memphis, Tennessee. This 
note also h as a variable inrere t rate ased upon 65% 
of the prime rate of First Tennessee Bank , Memphis  
and requires a porti n f principa l be repaid annually 
based upon an 1 1  % note amortization. The outs anding 
balance at June 30, 19 7, of the First Tennes ee Bank 
note i $ 1 3 .845,645 . 00. T e entire principal is due De­
cember 3 1 , 1990. Includmg the short-term I ancing, the 
tota l  indebtedness of the  University at June 30, 1987, 
is $2 1 9,903 ,306 . 58. 
8. Plant and Equipment 
Physical plant and quipment. are stated at co st at 
date of acquisition or fair market value at date of dona­
rion in the case of gifts. 
9. Operating Leases 
The Uni ersity has entered into various operating 
leases for bui ldings and equipment. I is exp cted th at 
in the oormal cours of business, such leases ,ill con­
tinue to be required. Net expenditures for rentals un­
der leases for the years ended June 30 , 1 987, and June 
30, 1986 amounted to $4,88 1 .488.84 and $4 ,42 2,894 . 34 
respecti vel y. 
1 0. Capital Lease Obligations 
The University is acquiring two buildings u nder lease 
agreements whic provide for the University to purchase 
the buildings 0 er a period of years . The University also 
leases certain items of quipment hich are classified as 
capital leas s . Minimum leas payments u nder capital 
leases together with the prescot value of the net mini­
mum lease payments are: 
1 987-88 
1 988-89 
1989-90 
1 990-9 1 
1 991-92 
Later Years 
Total 
less Amounts Representing 
Interest and Executory Costs 
1 1 . Insurance Coverage 
2 ,404.9 1 8. 56 
1 ,829 8 1 0.98 
1 ,  43,780. 72 
1 ,426 , 1 83 . 9 1 
1 ,4 15 , 1 70. 77 
1 ,486 , 53 1 . 1 7 
10 ,206.396 . 1 1 
2 ,063 ,7 1 8. 34 
$ 8, 1 42 ,677. 77 
Since April , 1980, coverage has been pro ided to the 
University through the Public Employees Blanket Bond 
issued to th State of Tennessee provid i ng against loss 
resulting from infidelity of University employees in th 
amount of $ 1 ,0 0 ,000.00 . Begi nnin g J u ly 1 ,  1986, this 
coverage l imitation was reduce 0 $ 1 00,000.00. 
Since Ju y 197 1 , insurance coverage on Univer­
sity propert has been provided through the Stat 
Property Pool Self-Insurance Program . Th scheduled 
alue of building cover g u nder this program 
j 1 ,0 26 ,62 2 , 1 00.00 and co ntents coverage is 
$2 1 3 , 76 1 , 200 .00 . Boi ler i nsur a n c e  cover age of 
$5 ,0 0,000.00 is carried on al l  boiler and major pres­
sure esse! . Seven University-owned aircraft ar 
covered by indiv idual policies for phy ical dam age 
and public l i abil ity. dditional insurance coverage 
for accidental death and disability of crew and pas­
cng rs of University 0 ned r leas d airc raft in the 
amount of $ 1 00,000 is in force at Ju ne 30, 1987. 
fu an agency of the State ofT ennessee, The Univer­
sity of Tennessee is subject 0 the provisions of the Ten­
nessee Claims Commission Act, TCA 9-8- i 0 1 ) to (406). 
As such , the l iabilit of The Univer ity of Tennessee 
is lim ited to the provisions of this Act. Such liability 
for the negligence of the University for bodily injury and 
property damage a may be determined under this Act 
is lim ited t $300,0 0 per person and $ 1 ,0 0,000 per 
accident. 
1 2. Retirement Programs 
The University of Teone 'e offer three retirement 
p lans fully de. ' ibed herewith. All regular full-time em­
ployees are required to participate In one of these plans. 
Regul ar part-time faculty and staff h ave the 0 tion 0 
participate. Term employees are eligible to join a retir -
ment plan upon compietion of six months continuous 
active -service. 
A. T enne see Co vlidated Retirement System 
Ail University of Tenn ssec regular faculry and taff, 
except those on Federal appointments, are ligible to 
participate in the Tennessee C nsolidat d Re ir IDent 
System (TCRS), a m ultiple-employer public employee 
retiren ent system. The payroll for employees covered 
by rhe system for the year cnded June 30, 1987 was 
$ 1 36 ,75 1 ,977 .58. The U niversity 's total p ay oll was 
$365,894, 1 09 . 1 4. 
All participating employees who retire at or after age 
60 with ten years of creditable service are eotit ed to a 
retirement benefit payable monthly for li fe (unless avai l­
s Ie options for joint and survivor benefits are selected) 
based upon the member's average fmal compensation , 
years of creditable service and the Social Security In-
tegrati n Level (SSIL). The annual benefit is equal to 
the sum of 1 . 5% of the employee's average final com­
p nsation up to he  SSIL Ius 1 . 75% f the employee's 
average final com pensation in excess of the SSIL, times 
years of credit able service. Averag final compensation 
is the average of the e loyee's highest fiy; consecuti 
years of salary. Creditable service is determ ined as mem­
bership r ic under TCRS plus any other periods of 
service for whIch TCRS has acknowl dged redit. Bene­
fit are fully vested after te n years of ervice if employ­
ment date wa 00 or fter July I ,  1 979, (if eropl yment 
was b fore that date , benefits vest after four years). TCRS 
also provides death and disability benefit'. Benefts are 
!;stablished by stat statute. Eff ctive J u ly 1 ,  198 1 , th 
Uni er ity a sllmed full re ponsibility for the payment 
f all contributio s t o TCRS. Prior to that date, TCRS 
participants contributed 5 % f their salary, and th 
Uni ersi y c ntributed r maining amounts n <:cssary to 
pay benefi ts \ hen due. The Uni erstty 's c ont ribu tio n 
reqUire ent fot' the year ended June 30, 1987,  was 
$ 1 5 , 1 1 1 , 1 1 6.0 1 which r pre en ed 1 1 .05% of overed 
payroUs. 
The "p nsion benefit obl igation" is the standardized 
disclosure measure of the present value of pension bene­
fits adjusted for the effe ts  of pr jected �alary in(reas s 
and step rate benefits , c timat d to b payable in the 
futll(e as a result of employee's ervice to date. The meas­
ure which is the actuarial present value of credited 
projected benefits is intended to help us rs assess the 
system's funding status on a going concern basis, assess 
progress made in accum ulating sufficient assets to pay 
benefits, when due, and make compari ons among public 
employee retirement sr terns and employers. TCRS does 
not make separate meas urem e  ts of assets and pension 
benefit obligations for individual mployers. Please refer 
to the June 30, 1987 , State of Tennessee Ann al Report 
for the pension b nefit obligation for TCRS as a whole 
and the net ass ts avai l a ble for benefits on that date. 
Ten years historical trend information showing 
TCRS's progress in accumulating sufficient assets to pay 
benefits when due is presented in TCRS's June 30, 1 987! 
compreh nsive an n ual financial repor t. 
B. Teachers Insurance and Annuity A sodation- College 
Retirement Equitie Fund 
All regular University employees who are classified 
as staff exempt, faculty or other academic may e roll 
in an ptional retirement plan through the T acher� In­
surance and Annuity Associatio n Col lege RetiTement 
Equiti Fund (TIAA-CREF). This is in lieu of partici­
pation in the Tennessee Consolidated Retiremen Sys­
tem (TCR ) de ailed above. The op ' nal retirement 
Ian offered through TIAA-CREF is a defined contri­
bution plan. Accordingly, benefits depend solely on 
amounts conrributed to the plan plus investment 
e mings. 
Effective July I , 1 98 1 , th Uni ers ity assumed full 
resp nsibility or the pa ment of all contributions to 
TIAA-CREF. The participants have personal con racts 
with TIAA-CREF a nd personally wn the a nnuit i  . 
This ful l  vesting allow participants to transfer to other 
emp loyer wh i ch participate in TIAA-CREF and con­
tinue to accumula e retirement benefits .  
The University's total parroll  in fi cal year 1 987 
was 65,894 , 1 09. 1 4. The Universit ontr ibut io o s to 
TIAA-CREF were calculated using the base alary 
amount of $ 163 ,993 , 1 1 .8 1 and resulted in contributions 
of $ 16 ,4 54,8 1 3. ° for 4,647 employees electing this op-
ion al retirem r t Ian. 
e. FedeJ'al Ci il Service Retirement 
• I I  regular full··time employees of The Un iversity of 
Ten nessee Agricultural Extension ervice who hold fed­
er I appointments for _ 1 % or more of their tIm are 
required to participate in the Federal Civil Servic Retire­
ment S 'stem (FCSRS . Th payrol l for employees cov­
ered by FCSRS for th year ended J une 30, 1 987 ,  was 
. 1 4 ,064 , 1 1 5 .2 . The Un iver It 's total pa r II was 
$365 ,8 4 , 109 . 14 . 
The Federal Civil Service etirement System is a 
multiple-employer retirement system and is compos d 
of two retirement programs: The Civi l Service Retire­
ment System for p<>rticipant employed pri r to Janu ary 
1 ,  1984 , and the Federal Employee Retirement System 
for participants employed after D cember 3 1 , 1 983. Both 
programs are d fined enefit programs. 
Employ es ho retir under th ivil Service Retire-
ment , stem wil l  receive annual benefit� for life equal 
to 1 . 5% of r he "high-three" average pay fer ea h 'cr­
vice y ar up to five years , 1 .7% of r h same "high­
th ree" average pay for service year b tween five and ten 
ye rs and 2% of the same "high-three" average pay for 
each service year greater han ten. The " h igh-three" aver­
age pay is he ighest pay obtainabl bv aveT ging the 
rate." of a ic pay in effect during any three comecutive 
years of ser ice. Benefits full vest on reaching five years 
of service. Partici pati ng employees and h U niver lty 
are required to contribute 7% of salary to the plan . The 
contribut ion requi remen s for tbe year nded Ju ne JO, 
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1 98 , was $ 1 ,969 .655.64 which consist of $984,927 .82 
from the University and $984,927.81 from the emp!oyees. 
Pension benefit ohligar i n a nd en-year hi torical 
trend information is no availabl to the Univer i ty. 
1 3 :  Funds Held In Trust By Other 
Th · Univer ity of Chattanooga Foundatton ,  Inc. 
maintains n endowm nt fWld of which the University 
f Tennessee at Ch atta nooga is the sole income bene­
ficia . During th year ended Jun 30, 1 987, the foun­
dation transferred $ 1 ,572 ,38 . 16 to the Universi y for 
support of designated projects at the C hattanooga cam­
pu . In a ddition , $47, 099 .93 was expend d directl . by 
the foundation for the b ncHt of The Univ rsity of 
T ennesse ar- Chatta nooga . 
Th T nn ssee Ge eral fu embly appropriated $ 1 7 .5 
million during fiscal years 1984- 1986 to. begin a Chairs 
of Excellence End wm or for The University of Ten­
II ssee. The appr priat ion provi ed that the Cham 0. 
Excellenc Endowment be esta blished as an irre ocable 
trust with the State Treasu rer and re uires the Univer­
sity to mat h the approp iation on a dollar-for-dollar 
ba is. The Uni ersity has fully rna ched $ 1 5  million of 
the Chairs 0 Excellence Endowment appropriations as 
of June lO,  19 7. The financial sta ements of the U ni­
ver ity include as restri ted expenditure the am u nts 
expended t match the State appr priati os. The Uni­
versit '8 balance sheet does not include the amounts­
held in trust by the State Treasurer. 
1 4. Contingencies and Commitments 
The University has ontractual obligations for tI e 
constru tion of n buildings, additions to, and re­
novations of xisting b uildings . The outsta ndi ng com­
mitments und r such contracts at June 30, 1 987,  were 
$22 ,33 3,057.05 . The Uni ersity receives capital appropri­
ations from the Stat of Tennessee and proceeds from 
T n nessee Stat Seh 01 Bond Authority bond issues for 
the construction, re ovation and maintenance of the 
University's physical plant. At June lO, 1 987,  amounts 
to be provided by the State for capital constructi n, 
renovations, and maint na nce tctaled $ 56,433 , 1 14 .84 . 
Encu mbrances which represent commitments of 
prior year funds for good or s rvices that ha e be 0 
ordered for whic' deliv r has n t be n ma.de or er­
'ic s ha no be n re nd red a f Jun 3 , 1 987 , are 
rec rded as a rese e of the Current Fund bal ances. 
Th e Reserve for Encumbrances at June 0 , ) 9 7. is 
7 .407 ,739.78. 
The Univer ity of Tennesse has entered into financ­
ing agr ements for the co ustruction of an Assembly 
Center and Arena to be built on the Kno vi l le Cam­
pus. Under the t rms of th financing agr emem, Kn x 
C unty will con ribute $ 1 0,000, 00 0 towards construc­
tion of the Assembly Center and rena. This contri­
bmion represents the n et proceeds from r venn bonds 
issued in Octob r 1 983 by the Public Building mho­
rity of the County of Knox and the City of KnoxvUle, 
Tennes. ee. The principal a nd interest on th se revenue 
bonds is to be paid from available Knox County "us 
taxes" a defined in and in ccordanc with the terms 
of the fi nancing agreement. The Uoiver ity of T ennessee 
guarantees t the Trustee of the revenue bonds, for the 
benefit of the Authority , the full and prompt payment 
of principal, interest, and any premium whe and after 
th same shall become du . It is expressly understood 
and agreed t h at for purposes of the Guarant , fun s 
legally a ailable to the Guaranto r sh Ii not includ funds 
appropriated by the Tennessee Gen ral 'semhly for 
The Univer ity of Tenn ssee academi c budgets a nd 
a laries . 
Various I i  igation has a isen 1. £1 the course of con­
ducting University bu i ness. The ou te m of uch liti­
ga ion is not expected 0 have a materi al  effect on the 
financial position of the University_  
S TATE OF TE NNESSEE 
CO MPTRO LLE R OF THE TRE AS U RY 
DEPARTME NT OF AVD T 
D IVIS I O N  OF STATE AUDIT 
S U ITE J !JOO 
JAMES K. POLK STATE OFFICE BUILD I NG 
NASHVILLE, TENSESSEE 372J9 
PHONE 181 5 1  74 1 ·3697 
Septe mber 2 3 ,  1 9 8 7  
The Honora.ble W. R. Snodgrass 
Co mptroller of th e Treasury 
1 2 2  John Sevier Building 
ashville , Tennesse e 3 7 2 1 9  
Dear M r .  Sn odgrass: 
We have exa m ined the balance sheet of The University of Tennessee at June 3 0 ,  
1 9 87 ,  and the related sta te ments of changes i n  fund balances and current funds 
revenues, expenditures, and oth er changes for the year then ended. Our exam ination 
was made in accordance with generally ac cepted government audit ing standards, and 
accordingly, in cluded such tests of the accounting records and such other auditing 
pr ocedu es as we considered necessary in the circu mstances. 
As described in Note 2 to the financial state ments, the university has excluded 
the liability for accrued vacation leave from the acco mpanying balance sheet. In our 
opinion, accrued vacation leave should be included to conform with generally accepted 
accounting pr inciples. The recognition of this liability would i ncrease the liability of 
the unrestricted current fund by $ 2 2,5 8 6 ,36 7 at June 3 0 , 1 9 8 7 , and $ 19 , 9 8 2 , 0 0 0  at June 
3 0 ,  1 9 8 6 ,  and would reduce the unallocated fund balances of that fund by $ 2 2 , 5 8 6 , 367 
at June 3 0 , 1 9 87,  and $ 19 , 9 8 2 , 0 0 0  at June 30,  1 9 8 6 .  
In our opinion, except for the effects of excluding the liability for accrued 
vacation leave in the accompanying balance sheet, the financ ial state ments r e ferred 
to above p esent fairly the financial osit ion of The University of Tennessee as of June 
3 0 ,  1 9 8 7, and changes in fund balances and the current funds revenues, expenditures, 
and other changes for the year the n ended, in conform i ty with generally accepted 
ac counting principles applied on a basis consis tent with that of th e preceding year. 
Sincerely, 
� 
Frank L. Greathouse , CPA, Director 
Division of Sta te Audit 
FLG/CKB/pn 
Total Current Expenditures and Transfers 
(in millions of dollars) 
• Ho pitals o Au xiliary 
Enterprises 
1986, 1987 
Financial Report 
Edu -ational 
and General 
The financial report of The University of 
Tennessee is prepared to provide a public account� 
ing of the financial affairs f the University for the 
fiscal year ended June 30, 1 987 .  
The University employs available resources 
to meet its primary missions of instruction, 
research, and public service. This report is esigned 
to provide financial information that will assi t the 
reader in determining how effectively resources are 
managed to meet institutional obj ectives . 
UNIVERSITY FINANCIAL ACCOUNT G 
Since the University uses available resources 
to provide s rvices rather than to make a profit , 
the purpose of the University financial reporting 
is to account for resources received, held and used 
rather than to determine net income,  To achieve 
this objective , the institution employs " Fund" ac� 
counting. There are six fund gr ups: Current 
Funds, Loan Funds, Endowment and Similar 
Funds, Life Income Funds, Plant Funds , and Agen� 
cy Funds.  Fund acc unting provides the control 
characteristics needed to ensure that limitations 
and restr 'ctions placed on the use of available 
resources by external parties and by the Universi� 
ty Board f Trustees will be observed . For addi� 
tional information on University accounting 
principles, please refer to Notes to the Financial 
Statements presented on page 39.  
UMMARY OF FINANCIAL OPERATIONS 
FOR THE YEAR CURRENT FUNDS 
Current Funds 
Current Fund are expendable for current 
operating needs and are further segregated bet\.veen 
those for g neral , auxil iary, and hospital purposes. 
Current Restricted Funds refer to resources that 
42 
Curren t Restricted Expenditures 
(in milH os of dollars) 
Sponsored Research Other Sponsored 
Pr grams 
carry at external restriction and may only be uti� 
lized for the purposes stipulated by the source of 
such funds. This is in contrast to Current Unres� 
tricted Funds ove which the Board of Trustees re� 
tains full  control to use in the achievement of 
institutional goals . 
Total Current Funds revenues in 1986�87 in� 
creased 1 1 . 2 percent over the prior y ar to $697 .0 
million . This increase represents continued im� 
pro ements in the University's ability to maintain 
and enhance current operating levels, As a result 
of relatively low inflation during 1 986�87 , the 
University realized significant improvements in its 
purchasing power . 
The state of Tennessee , through legislat ive 
appropriations, conti nues to provide the most s ig, 
nificant amount of Uni ersity operating funds . 
Unrestricted State appropriations 'n 1 986�8 7 
amounted to $247 .0  million compared to $222 .5  
million in 1985�86, an increase of 1 1 .0 percent. This 
increase combined with the record increases of the 
past two years completes the three�year Better 
Schools Program. The state appropriations for 
1 986�8 7 prov ' ded fu ll funding of the Tennessee 
Higher Education Commission funding formula for 
the first time. The formula has been utilized y the 
legislature for eighteen years in determining the 
level of state upport for higher education in T en� 
nessee. Full funding of the appropriations formula 
means additional doll ars for qualitative improve� 
ments and for increased op rating costs and faculty 
and s aff salary increases. Tl e University i optimis, 
tic that the full formula funding will continue with 
the support of the state administration and legis, 
lature. 
Revenues received from student tuition and 
fees amounted to $69.3 million, an increase of 1 1 . 1  
percent over he prior year. This change resu lted 
from higher tuition and maintenance fees and a 
l ight increase in total enrollment . I creased stu, 
dent fees were asse sed to keep the University in 
line with the tate's 70�30 ratio of state support to 
tudent fees. The largest maintenance fee increases 
ere 1 8  p rcent at UT Knoxville and at the Col­
lege of Law in Knoxville. Maintenance fees and 
out-of�state tuitions for the other campuses and 
Student Loan Funds 
Notes Re eivable (in million of dollars 
professional schools rose by approximately 1 3 .0  per­
cent, other than the school of medicine which went 
up 1 5  percent. 
Federal government appropriations decreased 
6.4 percent to $ 1 0 . 7  mil lion . How ver, amounts 
received from federal agencies in the form of gifts , 
grants, and contracts increased 2 .9  percent to $6 1 .6 
million, the most ever received by the University . 
Sales and services of educational activities in­
creased 1 2 . 2  percent to $ 1 7 .8 million. This increase 
resulted from higher revenues in a number of pro­
grams including the State Testing and Evaluation 
Center which reported a $ 5 1 4  thousand increas 
and the UT Chattanooga Arena which reported 
$3 1 1  thousand increase. Income from other sources 
amou nted to $ 1 1 . 2 million in 1 986-87 ,  a decrease 
of 7 .7  percent from the $ 1 2 . 1  million reported in 
1 985-86. Declining inter st income resulting from 
lower short-term i nterest rates on i nvested funds 
wa the primary reason for the decrease. Revenue 
g nerated from short-term i nvestments , and bank 
acc unt interest totaled $7 . 1 million in 1 986-87 
compared to $8.8 million in 1 985-86. The average 
yield on temporary investments for 1 986-87 was 7 .4  
percent ersus 8.9 percent in 1 985-86. 
Total Current Fund expenditures and trans­
fers in 1 986-87 increased 10.7 percent to $690.4 mil­
lion. A schedule of General Fund expenditures by 
function (purpose is provided on page 4 7 .  
A l l  Unrestricted Funds revenues are report­
ed in the year re eived or accrued. All Restricted 
Funds receipts are recorded as additions to the fund 
balance of th appropriate fund group . Restricted 
Current Funds are then recorded as revenues in 
Current Funds during the period in which th y are 
expend d. Total expenditures of Restri cted Funds 
amounted to $ 1 1 9 . 6  million in 1 986-87 compared 
to $ 1 05 .0 million in 1 985-86, a $ 1 3 . 9 percent in­
crease. The most significant Increases, $7 .8 mill ion 
in sponsored research and $6.3 million in instruc­
tion, resulted from continu ation f the Centers of 
Excellence Programs and increased grant and con­
tract activi y . 
AuxU 'ary Enterprises Funds reflect transa -
tions and funds for activities conducted to provide 
facil ities and services for students, faculty , and staff 
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To I Market Value of Endo"rmen t  and Similar Fu nds, 
and Lif Income Funds (in millions of dollars) 
• Life In am Funds Endowment and 
SimilaT Funds 
such as housing, food services , bookstores, park­
ing, and i ntercollegiate men's athletics at UT 
Knoxville. 
Total revenues of auxiliary enterprises during 
1 986-87 amounted to $65 . 5 million, an incr ase of 
4 .8  percent from the prior year s total revenue of 
$62 . 5  million. Expenditures and mandatory trans­
fers to meet debt ser ice requirements amounted 
to $64 . 7  million, an increase of 3 . 7 percent from 
1 985-86. 
The University of Tennessee operates two 
hospitals-the UT Memorial Hospital located i n  
Knoxville and the William F. Bowld Hospital i n  
Memphis . The transactions and funds for these 
medical facilities are presented separately in the 
financial statements as Hospital Funds. 
Total urrent revenues from operations of 
hospitals during 1 986-87 amounted to $ 1 42 .6 
million , an i ncrease of 1 7 .0 percent. The revenue 
increase, $ 1 7 . 7 million at Memorial Hospital is at­
tributable to higher patient census and resulting 
patient fees and $2 .4  million at William F. Bowld 
Hospital, is primarily attributable to patient 
fees . Hospital expenditures and transfers increased 
1 8. 5  percent over 1 985-86 expenditure levels to 
$ 1 4 1 .0 m illion . The William F. Bowld Hospital 
fund balance shows a slight deficit due to a signifi­
cant amount of working capital and encumbranc 
re er es. 
Loan Funds 
Loan Funds consist of resources made a ail­
able or financial loans to students of the U ni er-
ity. The principal amoun of such funds decreased 
$768 thousand which resulted primaril y from a 
large increase in the allowance for uncollectable ac­
cou nts precipitated from new default performance 
standards set by the U . S .  Department of Educa­
tion. In 1 986-87,  2 ,576 loans amounting to $3 .5  mil­
lion were m ad to students. 
The primary source of student loans was 
provi ded through federal programs. At June 30, 
1 987,  $ 20. 7 mill'on (or 84 . 2%) of the assets of all 
Univ rsity Loan Fund had been provided by the 
federal government. University sources, in con­
junction with m atching requirements for the fed-
Endowm nt Income 
(in millions of dollars) 
eral loan program, provided $ 1 .6 million (or 6 .5%) 
of studen t loan funds. The remaining $2 . 3 million 
(or 9.3%) represented loan funds establi hed by pri­
vate donations . 
Student loans outstanding at June 30, 1 987 , 
totaled $24 . 1 million , a decrease of $ 1 92 thousand 
over the previous year . This decrease is the net ef­
fect of note collections, cancellations, and write­
offs ex eeding new student loans . 
Endowment and Similar Funds 
The Endowment and Simi lar Funds group 
consists of funds hat have been received from 
donors with the stipu la ion that the principal is to 
be maintained in iolate and remain invested to 
produce income for the purposes specified. Quasi­
Endowment Fu nds are fu nds designated by the 
Board of Trustees of the University to function as 
endowment fund . The income arned t :uough the 
investment of endowment funds is recorded in the 
appropriate fund group and is available for expen­
diture according to the pu rposes pecified . If he 
income is to be added to principal per donor agree­
ment and is not available for expenditure, it is 
recorded as income in the Endowment and Sim i ­
lar Funds .  Assets of th's  fund group are recorded 
at book value which is establ ished by the market 
or appraised value at the time of the gift or by the 
cost at the time investments are purchased. 
The book value of the assets of the Endow­
ment and Similar Funds group at June 30, 1 987,  
was 62 .3  mi llion,  and the market alue was $ 70 .3 
million. The book value at June 30, 1 986, was $ 5 1 . 5 
million, and tl e market value was $58.0 mill ion . 
Income earned from i nvestment of funds amount­
ed to $3 .4 million for the fiscal year, an increase 
of 7 . 7  percent over the amount earned during the 
prior year. The income represents a return of 6 .0  
percent on average book value and 5.2 percent on 
average market val e. 
Effective July 1 ,  1 954. the University adopt­
ed the pol icy f investing Endowment and Simi­
lar Funds over which it had complete investme nt 
discretion (those which the donor the governing 
gift i nstrument, or other considerations do not re­
quire or warrant separate investment) in a consoli-
4 
Plant Fund Expenditures 
(in millions of dollars) 
dated investment pool. This practi e affords closer 
super ision of the investment portfol io and makes 
a ai lab le to 11 eligible endowment and similar 
funds , regardless of size,  the advantages of partici� 
pation in a diversified portfolio of carefully select­
ed i nvestme ts . Each contributing endowment 
fund participates in the income and capital appreci, 
ation of the pool on a per share basis commen� 
surate with its contribution to the pool . Shares are 
revalued each month in accordance wi th market 
changes , and new funds or additions to existing 
funds ar admitted to the pool at the cu rrent mar­
ket share value . 
The Consolidated Investment Po 1 consists 
of funds from 70 1 separate endowments with a to­
tal book val ue of $52 .4 million at  June 30,  1 98 7 ,  
and a total market value of $59. 5 million. The mar­
ket value increased by $ 1 1 .5  m i llion during 
1 986-87. Th market value f a participating share 
v as $ 1 . 7 19 at June 30 , 1 987 , compared to $ 1 . 62 1 
at June 30, 1 986, an i ncrease of 6. 0 percent . The 
income earned per share was $ .087 , whi h wa 5 .3  
percent on beginning market value. 
Life income funds 
Th e Life lncome Funds group consi ts of 
funds contributed to the University tth the stipu, 
la ion that designa ed b neficiaries receive speci, 
fied interest in the i ncome produced by the assets 
f t he funds. The income payments terminate at 
a spec'fied tim , usually upo death of the 
beneficiaries , a nd the asset become avai lable for 
use by the University as provided in the donor 
agreement . 
The book value of Life Income Funds at June 
30, 1 987,  amounted to $ 1 7 .3  mi llion c mpared to 
$ 1 7 . 0  m ill ion the prior year. lncom payments to 
be nefic i aries during the year amounted to $ 1 . 2 
million. 
Plant Funds 
The Plant Funds group of acc unts consists 
f ( 1 )  U nexpended Plant Funds which are to be 
used for the acquisition or construction of phy i­
cal properties; (2) Ret irement of lndebte ness and 
Renewa l and Replacement Funds which are funds 
Investment in Plant 
(in millions of dollars) 
set aside for debt service charges and major main­
tenance projects on facilities that are revenue gener­
ating; and (3) Investment in Plant which represents 
funds expended for and thus invested in institu­
tional properties. 
Unexpended Plant Funds balances at June 
30, 1 987 , representing funds previously authorized 
or provided for additions to the University's phys­
ical plant, were $40 .8 million. Of thi amount $ 1 .0 
million represents state capital outlay appropria­
ti ns which h ave been expended by the Universi­
ty but not reimbursed by the state treasurer at the 
balance sheet date, and $ 1 2 .3  million represents un­
expended Tennessee State School Bond Authority 
funding. 
Total expenditures and deductions in Unex­
pended Plant Fu nds amounted to $56. 1 mil lion in 
1986-87.  Twenty-five projects h ave been complet­
ed including the $28 .5  million Hodges Library Ad­
dition at UT Kno 'ville , the $3 . 3 million Central 
Energy Facility expansion at Chattanooga, the 
$672 thousand Child Development Center Energy 
Con ervation Enhancements at Memphis ' the $ 1 . 3 
million Nuclear Magnetic Resonator facility at 
Memorial Hospital ,  the $905 thousand Code Defi­
ciency and Barrier Elimination project on the Hall­
Moody Building at UT Martin and the $950 thou­
sand Agricultural Museum at the Milan Experi­
ment Station. Twenty-four projects were under 
construction at June 30, 1 987, including the $30.0 
million Assembly Center and Arena, the $9.3 mil­
lion Neyland Stadium Improvement project , and 
the $ 1 . 1 million Outdoor Pool Replacement pro­
ject, al l at UT Knoxville . Additional projects under 
Construction were the Centra l  Energy Facilities 
Expansion ($ 1 .0 million-Phase II and $680 thou­
sand Phase III) projects at UT Chattanooga , the 
$ 1 . 2  million Pathology Building Renovations Phase 
VI at UT Memphis, the $ 1 6.0 million Professional 
Office Building at Memorial Hospital, the $ 1 . 2  mil­
l ion Campus Improvements at UT Martin, and the 
$4.2 million Office Building at Jackson. Additional 
information regarding the University's capital out­
lay program is provided on page 48 . 
Retirement of Indebtedness and Renewal and 
Replacement Funds at June 30, 1987,  amounted to 
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Bonds and Notes Payable 
and Reserve Funds for Debt Retirement 
(in millions of dollars) 
• Funds fOT Rettrement 
of Indebtedness 
Bonds and 
Notes Payable 
$40.8  million of which $2 1 .4 million is restricted 
to meet minimum contractual reserve requirements 
of loan , bond, and lease agreements . The re­
mainder of these funds represent debt service and 
maintenance reserves requiTed by prudent institu­
tional management policy . 
Revenues, other additions, and transfers ex­
ceeded the amounts deducted for debt service pay­
ments and transfers for capital projects by $c2 .8 
milliol during 1 986-87.  
Total indebtedness for the Uni ersity of Ten­
nessee at June 30, 1987,  amounted to $2 1 9. 9  mil­
lion, and retirement obligations continued to be 
met n schedule. Additional information on the 
University indebtedness is provided in Note 7 to 
the financi al statements on page 39. 
With the exception of real estate held as in­
vestments in Endowment and Similar funds and 
Life Income Funds, the Investment in Plant sec­
tion is used to account for capital assets owned by 
the University including land, buildings, improve­
ments other than buildings, equipment, l ibrary 
books , and livestock. Investment in Plant as of June 
30 , 1987,  amounted to $888 .3 million, an increase 
of $69 .7 million over the prior year. 
AGENCY FUNDS 
The Agency Funds group consists of funds 
held by the University as fiscal agent for various 
third parties. Agency Funds are reflected on the 
balance sheet only and not on the Statement of 
Changes in Fund Balances since the net balances 
in each Agency Fund re resent liabilities r ather 
than fund balances . The balance of funds held for 
third parties at June 30,  1 987 , amounted to $4.3 
million as compared to $3.8 million at June 30, 
1 986. The largest part of these funds, $3 .7  million, 
represents charitable lead trusts. Under the terms 
of these ead trusts agreements, the annual income 
earned from the trusts while held by the Universi­
ty is provided for University purposes. Upon ex­
piration of these trusts , the principal will  be 
returned to the individuals specified by the donors. 
Sources of Current Re e ues 
_______ Federa l and local ppropr i a t ions 
_____ Other 
_______ Tuition and fees 
_______ Auxil iary Enterprises 
---------� ________ G ifts ,  grants and contracts 
.II ....... "'� _______ Hospital 
lllliiili�· _______ State Appropriations 
Current Revenues 
1 986,87 
CURRENT REVENUES Unrestricted Restricted Total Unrestricted 
(in thousands of dollars) 
General Funds 
Tuition and Fees $ 69,3 1 8  $ 69,3 1 8  $ 62 ,3 7 1  
Federal Appropriations 10 ,699 1 0 ,699 1 1 ,427  
State Appropriations 247 ,002 $ 9 ,894 2 56 ,896 2 2 2 , 549 
Local Appropriations 1 ,209 1 , 209 1 , 200 
Federal Gifts, Grants, and Contracts 9 ,592 5 1 ,978 6 1 ,570 9 ,080 
State Gifts , Grants , and Contracts 484 9 ,687 10, 1 7 1  535  
Local Gifts , Grants, and Contracts 1 , 767 1 ,952  3 ,7 1 9  1 , 586 
Private Gifts , Grant , and Contracts 2 ,996 38 ,904 4 1 ,900 2 , 798 
Endowment income 88 4 ,406 4 ,494 79 
Sales and Service of 
Educational Activities 1 7 ,807 1 7 ,807 1 5 ,864 
Other Sou rces 1 1 , 1 58 1 1 , 1 58 1 2 ,093 
Total General Funds $3 72 , 1 20 $ 1 1 6 8 2 1  $488 ,94 1 $339 ,582 
Auxiliary Enterprises Fund 65 ,486 23 65 , 509 62 ,470 
Hospitals Fund 1 39 ,822 2 , 739 142,56 1 1 1  ,630 
Total Current Revenues $ 5 7 71428 $ 1 1 9!583 $697,0 1 1 $ 5 2 1 ,682 
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1 986,87 
4 .8% 
9.9% 
9.4% 
1 6 .8% 
20. 5% 
36.9% 
1985,86 
Restricted 
$ 6 , 1 1 5 
50 ,7 58 
9 ,262 
1 759 
1 , 232  
3 ,637 
$ 1 02 ,763 
13 
2 , 1 98 
$ 104,974 
1985,86 
2.0% 
5 . 1 %  
9.9% 
· 0.0% 
1 7 . 1 %  
1 9 .4% 
36 .5% 
Total 
$ 62 ,37 1 
1 1  427  
228 ,664 
1 , 200 
59,838 
9 , 797 
3 ,345 
34 ,030 
3 ,7 16  
1 5 ,864 
1 2 ,093 
$442 ,345 
62 ,483 
1 1 2 ,828 
$626,656 
Uses of Current Fllllds 
----------------------------------------------------------, 
1 986 .. 87 1 985 .. 86 
Student aid 2.8 3 .0% 
Student servic s 3 . 2% 3 . 2 �  
Physical plant 5 . 1 %  5 .3 %  
Inst itutional support 6.6% 6.6% 
Academic support ' .7% 7 .0% 
Publ ic  service 6 .9% 7 .3 %  
Auxiliary enterprises 9 .4% 1 0 .0% 
Organized research 10. % 1 0. 5 %  
Hospitals .. 0.4% 1 9 .0% 
I nstruct i on 28.0% 28. 1 )6 
Current Expenditures and Transfers 
CUR ENT EXPENDITURES 1986 .. 87 1985 .. 86 
AND TRANSFERS U nres tric ted Restricted Total Unrestricted R stricted Total 
(in thousands of doHars) 
General Funds 
instru ction $ 1 63 , 388 $ 30,026 $ 1 93 ,4 1 4  $ 1 5 1 ,386 $ 23 ,704 $ 1 75 090 
Organized Research 2 2 ,958 52 , 50 1 75 ,459 20,673 44,682 65 ,355  
Public Serv ice 32 1 94 1 5 ,8 1 2 48,006 30,038 1 5 ,7 53 45,79 1 
Academic Support 43 ,478 3 ,03 0  46,508 40, 1 1 8 3 ,425 43 ,543 
Student SeT ices 2 1 ,5 58 533 2 2 09 1 1 9 ,465 455 1 9 ,920 
Insti utional Support 44,794 1 , 1 03 45 ,897 40 , 7 78 4 1 5  4 1 , 1 93 
Operation and M aintena nce 
of Phy sical Plant 3 5 ,447 4 3 5 ,4 5 1  33 ,482 26 33 , 508 
Student Aid 5 ,686 1 3 ,8 1 2 1 9 ,498 4 ,788 1 4 ,303 1 9 ,09 1 
Transfers ( 1 ,345 ) ( 1 ,345) ( 1 ,093} ( 1 ,093) 
T ota General Funds, 
Expenditures and Transfers $368, 1 58 $ 1 1 6 ,82 1 $484 ,979 $339,635 $ 1 02,763 $442 ,398 
Auxiliary Enterprises Fund 
Expenditures $ 57 ,495 $ 23 $ 57 , 5 1 8  $ 54, 1 79 $ 1 3  $ 54, 1 92 
Tr nsfers 7 ,225 7 ,225  8 ,235 8,23 5 
Total Auxiliary Enterprises Fund, 
Expenditures and Transfers $ 64 ,7 20 $ 2 $ 64 ,743 $ 62 ,4 1 4  $ 1 3  $ 621427 
Hospitals Fund 
$ 2 5 , 207 $ Expenditures 2 , 739 $ 1 27 ,946 $ 1 05 , 508 $ 2 , 1 98 $ 1 07 ,706 
Transfers 1 2 , 780 1 2 ,780 1 1 ,07 1 1 1 ,07 1  
Total Hospitals Fund, 
$ 1 3 7 ,987 Expenditures and Transfers $ 2 , 739 $ 1 40,726 $ 1 1 6 , 5 79 $ 2 , 1 98 $ 1 1 8,777  
Total Current Expenditures 
$570,865 And Transfers $ 1 1 9 ,583 $690 ,448 $5 1 8,628 $ 1 04 ;974 $623 ,602 
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Major Capital Construction Programs 1986 ... 87 
(in thousands of dollars) 
Major Capital Construction Completed 198�7 
Hodges Library Exp nsion- oxviUe 
Da ney/Buehler Hall Engergy C n ervao n-K xville 
Tyson House Heating and ooling Installatio -Knox ille 
Renovation of pace in Nue ear Engineering Bldg.-Kn ville 
Hesler Bi ogy Building Reno tion- noxville 
Alumni G m and University Center Roof place ent-Knoxville 
Walters Life Sciences Heat ls-K 0 ville 
Central Energy Facility�Phase I-Chattanooga 
Child Development Center Energy Conservation-Memphis 
Whittenborg Renovation---Memphis 
Building Automation-Memorial Hospital 
NMR Addition-Memorial Hospital 
Agricultural Pavilion Classroom Addition-Martin 
Code Deficiencies and Barrier Elimination-Martin 
Doet r's Office Building First Floor Reno 'on- Memphis 
Mil n Agricultural Museum-Institute f Agriculture 
Plateau Experiment tarl n novation-Institute 
of griculture 
Tobacc Exper iment Station Machinery and Equipment 
uilding-lnstitute of Agriculture 
n Ci Ie ignment- hase II-Institute of 
griculture 
Plant Pest Laboratory-Institute of Agriculture 
Bovine Clinic Building Renovation-Vet Medicine 
Siding and Soffits at Ellington 4�H Center-Institute 
of Agriculture 
Renovation of Swimming Pool at Ellington 4�H Center 
Resurfacing of Roads at Main Academic Building-Space Institute 
MAlO CAPITAL CONSTRUcnON COMPLETED 
Major Construction in Progress at June 30, 1987 
(estimated completion date) 
Gi bs Hal) Renovatio -KnoxviUe Guly 1988 
Assembly Center and Arena-Knox 'He (No 'em r 1987) 
Unfinished S ace in 'Wi ter Life S iences 
Building-Knoxville (November 1987) 
Electrical Distribution System-E t Wh't Avenue-Knoxville 
Oanuary 19 ) 
rnprovements to N yland Stadium--Knoxville (August 1987) 
Replacement of Outdoor Swimming Pool-Knoxville (August 1987) 
Dougherty Engineering Building Roof Replacement-Knoxville 
(December 1987) 
Central Energy Facility-Phase Il�Chattanooga (October 1987) 
Central Energy Facility-Phase III-Chattanooga Oanuary 1988) 
Pathology Building Renovation-Phase IV-Memphis 
(September 1987) 
PET Facility-Memorial Hospital Octo 19 7) 
Professional Offi Building and Garage-
Memorial Hospital (February 1988) 
1 ation of Admitting Office (Dece r 1987) 
R. IC. Firi ng Range and Pacer tadium-Martin (Augu 19 7) 
Advanced Techn ogy La ) t ry-lITSI ovember 1987) 
Jac son Office Hding--I stitute of Agricultu Ouly 1988) __ _ 
College of Veterinary Medicine Space Renovation-
Institute of Agriculture (October 1987) 
Highland Rim Headquarters Building Renovation­
Institute of Agriculture (September 1987) 
Tobacco Experiment Station Headquarters Building 
Renovation-Institute of Agriculture (September 1987) 
Spinning Laboratory and Fiber Research Laboratory 
Renovation-Institute of Agriculture (December 1987) 
MAJO CAPITAL CO STRUcnO PROGRESS 
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SOURCE OF FUNDS 
State 
Appropriation 
$2 .500 
470 
30 
170 
235 
3,280 
470 
292 
905 
95 
150 
525 
110 
150 
90 
$36,327 
50 
50 
270 
TSSBA 
$1 ,251 $39,050 
Local 
Appropriation 
Fedel"� 
Grant -
$ 202 
$ 202 
�I C;- . '-·- .. I .. '_'r .. · . .  -.. _ 
_ _ __ _  �� 
University Funds 
Current Current Maintenance 
Unrestricted Restricted Reserves 
$ 1 .  .. 3 $ 42 
20 
257 
1 3 5  
3 58 
1 ,325  
1 00 
38 
52 
75  
1 3 3 
1 50 
42 
$2,1 28 $ 922 
$ 5,0 0 
$ 370 
$ 1 , 1 30 
300 
24 
1 70 
$ 9 0 $5 . 7 ll t ! 3 
Project 
Total 
$28,500 
470 
1 65 
50 
257 
1 70 
235 
3 ,280 
672 
135  
358  
1 ,325  
392  
905 
238 
950 
202 
75 
133 
525  
1 50 
1 52 
1 50 
90 
39,579 
$ 5 , 750 
30,000 
7 
75 
9.3 
1 ; 1 30 
2 1 0 
1 ,040 
680 
1 , 1 50 
300 
1 , 0 
240 
1 ,40 1 
450 
4 ,200 
1 70 
50 
50 
2 70 
$73,5 1 1 
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The Uni ersity of Tennessee Ten Year Sumtnaty 
For the Fiscal Year 
Sources of Operating Revenues (,000) 
State Appropriations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Student Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Federal Appropriations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Other (Gifts Grants , ales and Services , etc.) . . . . . . . . . . . . . 
---'--
Total General Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Auxiliary Enterprises . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Hospitals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  _-'--!,;.-'--
Total Revenues-Current Funds . . . . . . . . . . . . . . . . . . . . . 
Current Expenditures and Transfers ( ,000) 
Instruction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Organized Research . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Public Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Academic Support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Student Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Institutional Support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Opera ion and M aintenance of Physical Plant . . . . . . . . . . . . . 
Student Aid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Staff Benefits* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Transfers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Total G neral Funds�Expenditures and Transfers . . . . . . . �---'-'-'--'--
Auxiliary Enterprises Expenditur s and Transfers . . . . . . . . . . . . .  -'-----'-'--'--
Hospital Expenditures and Transfers . . . . . . . . . .
.
. . . . . . . . . . . . " -'----'-_ 
Total Current Expenditures and Transfers . . . . . . . . . . . . .  -'-----'-_ 
Expenditures C nverted to 1 987 . . . . . . . . . . . . . . . . . . . . . . . .  . 
Equivalent by Consumer Price Index Factor . . . . . . . . . . . 
Current Unrestricted Fund Assets ( ,000) 
Educational and General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Auxil iary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Hospital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Total Current Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Student Loan Funds 
Notes Receivable (,000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 24 , 8 1  
Loans Issued (by year) .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 ,576 
Endowment Funds ( ,000) 
Market Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 69,53 1 
L ife Income Funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Market Value . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Plant Funds (,000) 
Long-term Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 2 1 9 ,9 3 
Reserves for Debt Service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . $ 4 , 792 
Net Invested in Plant . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $659,93 
Capital Outlay Expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56, 1 26 
General Data 
Total Enrollment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 955 
Knoxville . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 5 ,842 
Chattanooga . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 ,484 
Martin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 ,923 
Nashville . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Memphis . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 1 ,706 
Degrees Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,988 
Full� Time Employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 3 ,  42 
FuU�Time Faculty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 , 7 1 
% tenured . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 1 . 1 %  
Total Private Gifts ( ,000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 ,922 
Academic Year Student Fees (Knoxville) 
Instate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1 , 3 2 '\ 
Out of state (additio a1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2 ,43 
State Appropriation/FTE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4 ,666 
1985-86 
$228 ,664 
62,37 1 
1 1 ,427 
1 39,883 
$442 ,345 
62 ,483 
1 2 1 ,828 
$626,656 
$ 1 75 ,090 
65 ,354 
45 , 792 
45 , 543 
1 9 ,920 
4 1 , 1 93 
33,508 
19 ,09 1 
( ,093 ) 
$442,398 
$ 62 ,427 
$ 1 1 8, 7 7 7  
$623 ,602 
x 1 .022 
$63 7 ,32 1 
$ 59,9 1 8  
1 6 ,292 
35 ,0 1 7  
$ 1 1 l , 227  
$ 24,272 
2,885 
$ 57 ,952 
$ 1 8,856 
3 9 8 1 4 
25 ,397 
7 ,564 
5,053 
1 ,800 
7 ,292 
1 2 ,679 
2,638 
63. 2 %  
$ 2 7 ,867 
$ 1 , 1 2 5 
$ 2 , 1 54 
$ 4 ,33 1  
*For years after 1977� 78, staff benefits are distributed to all other expenditure functions. 
50 
i984-85 1 983-84 
$208,9 1 7  $ 1 73 , 1 49 
57 ,524 52,254 
1 1 ,0 1 8 1 1 ,4 1 1 
1 28 ,588 1 1 0,825 
$406,047 $347 ,639 
60 ,480 56 ,85 1  
1 1 2 ,332 9 1 ,779 
$578 ,859 $496,269 
$ 1 63 ,432 $ 1 4 1 ,2 1 3  
58, 1 36 47 ,97 1 
4 1 ,836 3 5 ,003 
39 747 3 1 ,296 
1 6 ,972 1 5 , 569 
36,09 1 3 1 ,944 
3 1 ,505 28, 729 
1 7 A92 16\839 
238 ( 1 ,835 
$40 5 ,449 $3461729 
$ 60 ,625 $ 57 ,629 
$ 1 1 1 ,940 $ 92 ,606 
$578 ,0 14  $496,964 
x 1 .052 x 1 .093 
$608 ,07 1 $543 , 1 82 
$ 55 ,382 $ 49, 1 23 
1 5 , 5 1 2  1 5 ,835  
34 ,225  3611 73 
$ 05 , 1 1 9  $ 1 0 1 , 1 3 1 
$ 23 ,66 1 $ 22 ,927 
2 , 708 2,96 1  
$ 47 ,680 $ 35 899 
$ 1 3 ,922 $ 1 1 ,974 
$ 1 87 ,233 $ 1 6 1 , 368 
$ 3 1 ,672  $ 30,8 13 
$556,569 $5 25 ,4 1 5  
$ 4 1 ,265 $ 29,242 
40 ,88 1  42 ,535  
26 , 1 58  27 ,0 18 
7 ,474 7 ,839 
5 ,366 5 ,690 
1 ,883 1 ,988 
7 ,682 7,6 18  
1 2 ,340 1 1 ,980 
2 ,67 5 2 ,679 
63.4% 63 .4% 
$ 22 ,489 $ 15 ,724 
$ 999 $ 867 
$ 1 ,974 $ 1 , 76 1 
$ 4,0 1 6 $ 2 ,99 1 
1982 .. 83 198 1 .. 82 1980 .. 8 1  
$ 1 65 ,890 $ 1 54 284 $ 1 44 , 384 
5 1 ,693 46,254 40,050 
1 0 ,8 1 2  1 0 , 595  9,662 
107 , 7 5 1  1 04 ,7 7 1  97 ,7 1 8  
$3 36 , 1 46 $3 1 5 ,904 $29 1 ,8 1 4  
57 ,780 5 2 ,8 1 5  49 , 1 92 
93 ,042 84 ,889 72 ,993 
$486 968 $453 ,608 $4 1 3 ,999 
$ 1 34 ,983 $ 1 25 ,808 $ 1 1 2 ,9 1 6  
44 392 44 ,676 49,339 
3 6,456 34 , 5 1 4  33 ,433 
3 1 , 1 87 27 ,r2 26 ,060 
1 5 ,084 1 3 , 1 88 1 2 ,207 
30 ,599 27 ,304 24 ,406 
26 ,925 26 ,364 23 ,82 1 
1 6 , 1 03 1 6 ,000 8 ,707 
( 1 , 1 8 1 )  7 ( 1 87) 
$334,548 $3 1 5 , 583 $290 ,702 
$ 57 ,659 $ 5 2 , 0 1 4  $ 47 ,932 
$ 86 ,433  $ 8 1 ,623 $ 74,079 
$478,640 $449 , 2 20 $4 1 2 , 7 1 3  
x 1 . 1 33 x 1 . 182  x 1 . 285  
$54 2 , 299 $530,978 $530,336 
$ 46 ,778 $69 ,806 $ 6 1 ,222 
1 5 ,4 2 7  1 4 ,757  1 3 ,447 
36,942  29,576 28!923 
$ 99, 1 4 7  $ 1 1 4 , 1 3 9  $ 1 03 , 592 
$22 , 1 50 $ 20 ,896 $ 1 9 ,760 
2 ,9 1 9  2 ,498 2 , 8 1 4  
$33 , 768 $ 24 , 6 1 6  $ 24 , 1 65 
$ 1 2 , 5 78 $ 9 ,638 $ 9, 5 1 1 
$ 1 64 250 $ 1 29, 280 $ 1 1 3 , 860 
$ 30,533 $ 2 1 , 5 29 $ 20, 1 5 5 
$484,827 $487 ,07 2 $434 , 2 59 
$ 33 ,539  $ 33 ,330 $ 3 7 , 229 
42 , 1 36 43 ,740 45 ,402 
27 ,04 1 28 ,60 1 30,282 
7 ,544 7 ,483 7 , 600 
5 , 5 2 5 5 , 538 5 ,328 
2 ,026 2 , 1 1 8  2 , 1 92 
7 ,47 7  7 ,950 8,07 1 
1 1 ,4 1 0  1 1 ,952 1 2 , 202 
2 ,635 2 ,68 1 2 ,805 
63.6% 62.0% 57 . 5 %  
$ 1 1 ,69 1 $ 1 2 ,078 $ 1 2 ,893 
$ 867 $ 74 1 $ 65 7 
$ 1 , 761  $ 1 , 530 $ 1 , 2 24 
$ 2 ,868 $ 2 , 5 2 1 $ 2 ,279 -
1979 .. 80 
$ 1 34,76 1 
34 ,054 
9,40 1 
9012 2 1  
$268,43 7 
44,068 
56 ,895 
$369 ,400 
$ 1 02 ,63 1 
43 ,977 
3 1 ,426 
22 ,93 1 
1 0 , 556 
22 ,643 
20,928 
7 ,852 
6 , 1 9 1  
$2692 1 3 5  
$ 43 ,494 
$ 56 ,540 
$369, 1 69 
x 1 .43 3 
$529,0 1 9  
$ 62 ,27 1 
1 2 ,920 
1 8,584 
$ 93 ,775  
$ 1 8 ,256 
3 073 
$ 20 ,800 
$ 1 0 ,690 
$ 1 05 ,5 59 
$ 18 ,88 1 
$395 ,347 
$ 1 9, 887 
45 ,223 
30,39 1 
7 ,545 
5 , 1 63 
2 ,  2 
8 , 1 84 
1 1 ,707 
2 ,808 
56 .2 ° 
$ 1 7,899 
$ 558 
$ 1 ,002 
$ 2 , 1 72 
5 ]  
1 978 .. 79 
$ 1 26,003 
3 ,975  
8,423 
761973 
$24j ,3 74 
3 9 ,735 
50 ,669 
$333 ,778 
$ 95 ,454 
37 , 72 5 
28 ,730 
20,7 1 2  
9,69 1 
22 , 1 07 
1 9 ,234 
7, 46 
64 
$240,763 
$ 40,233 
$ 46,43 1 
$327,427 
x 1 . 624 
$53 1 , 7 1 
$ 54,825 
1 0 ,303 
1 5,844 
$ 80,972 
$ 1 7 ,098 
3 , 504 
1 7 ,3 25 
$ 10 ,292 
$ 1 08,325 i 1 7 ,748 
3 7 3 , 788 
$ 1 5 ,339 
49,485 
29 ,720 
7 , 104 
5 ,090 
5 ,4 1 9  
2 , 1 52 
8 1 28 
1 2 , 1 2 1  
2,909 
54 .6% 
$ 1 0 ,376 
$ 5 1 0 
$ 936 
$ 2 ,043 
1977 .. 78 
$ 1 1 0, 7 59 
3 1 ,445 
8,425 
67,786 
$2 1 8,4 1 5 
37 ,287 
37,585 
$293 ,287 
$ 79,945 
32 444 
22 ,287 
1 6 ,2 1 7  
7 ,9 1 2 
1 7 ,959 
1 6 ,444 
6 ,5 1 7  
1 5 ,202 
587 
$2 1 5 ,5 1 4  
$ 37 ,288 
$ 37 ,447 
$290,249 
x 1 . 777  
$ 5 1 5 , 772 
$ 48,384 
1 0 ,49 1 
1 1 , 1 73 
$ 70,048 
$ 1 5 ,2 76 
3 , 1 1 1  
$ 1 4 ,888 
$ 9,249 
$ 1 1 1 ,4 1 1 
$ 1 6 , 5 1 6  
$349 , 1 3 7 
$ 24,298 
49,864 
30 ,468 
6 ,628 
4 ,95 7 
5 ,685 
2 , 1 26 
8,2 1 7 
1 1 , 594 
2 ,76 1  
5 3 . 0 %  
$ 1 1 ,033 
$ 5 1 0 
$ 936 
$ 1 ,823 
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